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COMMISSION ON ORGANIZATION OF THE EXECUTIVE 
BRANCH OF THE GOVERNMENT 


(Water Resources and Power Report) 
Part 9—Chieago, Ill. 


MONDAY, NOVEMBER 21, 1955 


Hovuss or REPRESENTATIVES, 
SpectaL SUBCOMMITTEE ON WaTeR Resources AND POWER 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Chicago, Ill. 

The special subcommittee met, pursuant to notice, in parlor C, third 
floor, Conrad Hilton Hotel, Chicago, Ill., at 10:10 a. m., Hon. Robert E. 
Jones, Jr. (chairman of the special subcommittee), presiding. 

Members present: Representatives Jones, Reuss, and Lipscomb. 

Also present: William C. Wise, staff director; William L. Sturde- 
vant, staff member ; and Robert Morris. 

Mr. Jonss. The subcommittee will come to order. 

This is a special subcommittee of the Committee on Government 
Operations to consider the Hoover Commission’s report on water re- 
sources and power. This is one of a series of hearings being held 
throughout the country to get a consensus as to the merits, or the lack 
of virtue, of the Hoover Commission recommendations and of the 
task force report. 

Now, in the latter part of last week I had a rather unhappy experi- 
ence in that one of the newspapermen from Chicago called me and 
told me that he had received information to the effect that this sub- 
committee would not give an opportunity to testify to those people 
who were proponents of the Hoover recommendations on water re- 
sources and power. I was disturbed to hear that. It means that they 
are not familiar with the record and have not interested themselves 
to the point where they would make inquiry. 

Fifteen days of these meetings have been held and at every occasion 
we have offered the opportunity to any person or group to testify if 
they thought that they could contribute something to the committee. 

I repeat the invitation that I have repeated time and time again. If 
there is anyone who wants to testify before this subcommittee we wel- 
come your attendance and your contribution. 


1653 











1654 ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 


STATEMENT OF JOHN R. STALEY, VICE PRESIDENT, QUAKER OATS 
CO.; ACCOMPANIED BY BAYNE FREELAND; ROBERT E. COOK, 
STATE SECRETARY FOR THE HOOVER REPORT DIVISION IN 
ILLINOIS; AND WALTER Q. ADAMS, SECRETARY, CHICAGO DIS- 
TRICT WATERWAYS ASSOCIATION 


Mr. Sratey. Mr. Chairman, will it be possible to know about these 
hearings somewhat earlier than Friday afternoon at 4 o’clock. 

Mr. Jones. Of course, it would be much better if we could have the 
staff and if we sometimes could have publications in the newspapers 
that we do not get. It takes a great deal of effort and a great deal of 
trouble. I do not know what you refer to. 

Mr. Sratey. I am referring to the fact that inquiries were made of 
the committee as to when this hearing would be held, and we could 
— any response. 

r. Jones. Will you state your name for the record, please ? 

Mr. Starter. John R. Staley, with the Quaker Oats Co. 

Mr. 3 ones. Did you talk to Mr. John Smith of one of the Chicago 
papers ¢ 

Mr. Sratey. I didn’t. Mr. Freeland, did you talk to them ? 

Mr. Freexanp. I talked to Mr. Smith in company with Mr. Cook, 
who has not come in yet, but who will shortly. 

Mr. Jones. Do you represent the Citizens Committee for the Adop- 
tion of the Hoover Commission Report ? 

Mr. Sratey. Mr. Stuart will be here in a matter of minutes. 

Mr. Jones. Will the gentleman who answered the other inquiry 
please identify himself for the purpose of the record ¢ 

Mr. Freevanp. My name is Bayne Freeland. I am here as an ob- 
server and private citizen. 

Mr. Jones. When did you notify the committee that you wanted to 
appear before the committee, Mr. Staley? 

Mr. Sratey. I did not notify them, but Mr. Stuart asked for that 
information. He has been delayed, but he will be here very shortly 
and will answer you fully. 

Mr. Jones. At the time you asked to be heard before the committee, 
was your request granted ¢ 

Mr. Srauey. I have not asked yet, but I am going to ask now for 
permission to make a statement at the appropriate time. 

Mr. Jones. Certainly you will be accorded the opportunity to speak, 
and speak as long and as loud as you would like to. 

Mr. Reuss. May I ask Mr. Staley a question ? 

Mr. Jonzgs. Yes. 

Mr. Reuss. Do I understand, Mr. Staley, that you are claiming 
that you asked for the right to appear before this committee and were 
refused, or your communication was not answered, or was that Mr. 
Stuart ? 

Mr. Stratey. Mr. Stuart told me that, and as I say, he will be here 
and I think it would be much better if you would have him tell the 
story. 

Mr. Reuss. Then these statements you have made so far have been 
hearsay, have they, or do you have information of your own knowledge 
that such a request was made? 
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Mr. Statey. Mr. Stuart told me he made inquiry about these hear- 
ings, and if you will be patient for a matter of minutes he will be here 
to tell you about it. 

Mr. Jones. Fine. We will look forward to Mr. Stuart’s appearance. 

Mr. Coox. My name is Cook, with the Hoover report division of 
the Taxpayers Federation of Illinois. 

I can tell you that on the 9th of November a letter was sent, signed 
by Mr. John Stuart, to the subcommittee in Washington, care of Mr. 
Wise, asking permission to appear and have witnesses appear. We re- 
ceived no answer to that communication and followed it up with 
phone calls through the Citizens Committee’s office in Washington, 
and could receive no information regarding the place. They said they 
did not know the time and place as yet. 

Mr. Reuss. When was that? 

Mr. Coox. That was Thursday morning this last week, and we 
called most of the day in trying to find out where. Then we sent a 
telegram on that day, again to Mr. Wise. 

Mr. Reuss. Will you offer the letter or telegram that you sent to 
the committee, please ? 

Mr. Coox. Mr. Stuart, I believe, has those in his briefcase. He 
has a copy of the letter. And in talking to Mr. Wise this morning—I 
didn’t, but the secretary talked to one of his secretaries in Washing- 
ton and they said they had not received the letter, but it had gone to 
another Mr. Wise and been sent to two or three different places, so the 
letter never did get to them. 

I have a telegram here from Mr. W. C. Wise which was received 
this morning, saying: 

Regarding your telegram November 9, letter not received. Will be pleased 
to hear your witnesses at Chicago late Monday morning or afternoon. 

So we do have the confirmation now. We were never refused per- 
mission to appear, but we had some difficulty in finding out where to 
appear and what to tell the people that we knew wanted to testify as 
to where to come. That I think was the stem of the whole problem. 
We had trouble finding out where. 

Mr. Reuss. What is your position ? 
aan Coox. I am State secretary for the Hoover report division in 

inois. 

Mr. Reuss. And you work for Mr. John Stuart, who is regional vice 
chairman ? 

Mr. Cook. He is regional vice chairman of the Citizens Committee 
for the Hoover Report, and is the chairman of the Hoover report divi- 
sion of the Taxpayers Federation of Illinois. 

Mr. Reuss. Concerning this information you have been giving the 
subcommittee, is that hearsay as to what Mr. Stuart did, or are you 
testifying of your own knowledge? 

Mr. Coox. Of my own knowledge. I have seen a copy of the letter. 

Mr. Reuss. Did you send the letters? 

Mr. Coox. No, but the secretary did. 

Mr. Reuss. What I am getting at is, are you the man who knows 
about this, or is Mr. Stuart the author of these letters? 

Mr. Coox. He signed the letters. 

Mr. Reuss. So all you know is what he told you or showed you? 

Mr. Coox. I received a copy of the letter that went in. 
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Mr. Revss. That is a letter he showed you or sent you a copy of? 

Mr. Coox. That is right. 

Mr. Reuss. So what we are talking about here is what Mr. Stuart 
did and said ? 

Mr. Coox. That is right. 

Mr. Reuss. So therefore we breathlessly wait for Mr. Stuart because 
he is the man who can tell us about it. Is that right ? 

Mr. Coox. Yes. 

Mr. Jones. Is there anyone else here? 

Mr. Apams. My name is Walter Q. Adams. I am secretary of the 
Chicago District Waterways Association. We had the same time 
trouble that has been experienced by other people. We were commu- 
nicated with by Admiral Goodall and Mr. Cogie, advising us Thursday 
morning of this meeting. The majority of our membership is over 
in San Francisco, or was at that time, attending the American Petro- 
leum Institute convention. Inasmuch as our time will be taken up 
with a short statement asking for 15 days in which to prepare a more 
complete report, I might add it is our position that I was wondering 
if we could put that in the record now, or at least get some indication 
as to the attitude of the committee to such a plea for time. 

Mr. Jones. Well, the Chair would not at this time admit it unless 
it is examined by the members of the committee, but I will make a note 
in the record that the testimony will be received subject to the approval 
of the committee. 

Mr. Apas. I see. 

Mr. Jones. If it is of such a character that it would require exami- 
nation of the witnesses themselves, then that would preclude the ad- 
mission of the testimony. 

Might I add there is no way that this committee can go about giving 
personal invitations to people. We have released it to the press. 

Mr. Apams. Fine. I understand you. 

Mr. Jonrs. I wish there were some way we could issue full notice, 
but we do not run the newspapers. This 1s a congressional committee 
and it is public business. Anybody who wants to come forward and 
testify can do so. We have made ourselves available in every section 
of the country and there is no effort on the part of the chairman or any 
member of the committee to exclude people from testifying before this 
committee. I am sorry that some folks have resorted to saying that 
the committee has systematically excluded people from appearing be- 
fore this committee. The record will not bear out that conclusion, nor 
will it lend weight to the assertion that there has been any such en- 
deavor on the part of the committee to exclude people. So the Citizens 
for the Hoover Commission Report and all other similar groups can 
come forward. 

Mr. Lirscoms. Mr. Chairman, it seems there has been a little lack 
of adequate communication with our office in Washington. Perhaps it 
is because we have been moving rather rapidly around the country. 
But I believe if this has been the case perhaps we can set up a better 
communication with the office in Washington, so that they can know 
exactly where we are and when we are going to be there. 

If these people should read in the newspaper we are going to be 
there, certainly they ought to be able to get adequate details as to when 
and where to testify. 
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Mr. Joness. I will be glad to afford anybody communication pro- 
vided, of course, that the committee would give me more money. 
have 2 stenographers and 3 men, and the men are out all the time. So 
with five people running a committee as the staff, I do not see how we 
can do any better than what we are doing. Weare running overtime. 
Those people are working in Washington 12 and 15 hours a day. 

Mr. Lirscoms. What I meant is, if these people called the Washing- 
ton office to find out where they should go, then the Washington office 
should be able to tell them where to go. 

Mr. Jones. It would be wonderful if the staff could make certain 
we can be in Chicago at a given time and place. But they have to 
make arrangements. It cannot be a pushbutton operation. You 
have to find plages to hold meetings. Here we were expecting to be 
in the Federal Building and we did not know until late we would have 
to be here, because these Federal judges are rather reluctant and you 
just cannot walk into their offices. 

Mr. Apams. May I read this 70-word statement for the record, sir? 

Mr. Jones. Not at this time. 

Mr. Coox. May I ask one more question ? 

Mr. Jones. Yes. 

Mr. Cook. In trying to find out where the hearings were held be- 
sides checking with the Washington office, we checked through the 
subcommittee’s office and Congressman Lipscomb’s office. Then we 
went to a newspaper, as we figured that would be the next best place 
to find out—through a news release. In checking with a newspaper 
we found out they did not have any information and did not know 
where it was either. 

Mr. Jones. Mr. Cook, you were just as unfortunate asI was. I did 
not know where the commitee would be here. I wish I could give you 
a time and place we are going to meet at Portland, Oreg. I do not 
know because the judge may cancel out 2 days in advance. I cannot 
do that sort of thing as chairman, and I will not expect my staff to 
make the time and place certain. The only thing we can do is do the 
best we can possibly do under the circumstances. I wish I could give 
you the time and place that I am going to be in Washington on next 
February 25, but I am sorry, I do not know what the House is going 
to do on that particular day. So therefore we just have to grab as 
grab can. I just do not know. We are going to be in Boise, Idaho, 
about 3 weeks from now. Whether we are going to get into a post 
office there at that time I do not know. I hope we can get into a post 
office. But if the Federal judge decides to hear a plea then we are 
going to be on the outside and may be siting down in a saloon before 
itisover. Andif weare there we would still have a meeting. 

But I am just sorry that neither the staff nor I can tell you definitely. 
You are suffering the same misfortunes about the time and place 
that I suffer. 

I wish I could be specific and make every arrangement to the con- 
venience of everyone and not discommode anybody, but I am suffering 
from the same pains of trying to find out the locale of the hearings 
that youare. I want you to know I suffer with you. 

Now the first witness before the committee this morning is Mr. 
Claude Wickard, former Administrator of the Rural Electrification 
Administration. 
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Mr. Wickard, we are delighted to have you today, sir. You have 
been one of the outstanding leaders and one who has dedicated himself 
to making lights turn on all over America. Your energy and your 
industry and your vision have meant much to this great Republiz. 

It is a pleasure for us to have you here today and have you con- 
tribute to this committee and to the Congress by way of having your 
thinking on the Hoover Commission’s recommendations. 


STATEMENT OF CLAUDE R. WICKARD, CAMDEN, IND. 


Mr. Wicxarp. Mr. Chairman and members of the committee, I 
come to you today as a farmer from Camden, Ind., a private citizen. 
I want you to know that I have prepared a written statement and I 
will read from that statement. It is a formal statement; and then 
I will be glad if the committee has the time and sees fit to try to ask 
any questions which I can answer. 

Iam so glad that your committee is holding public hearings through- 
out the country on the Hoover Commission recommendations on water 
resources and power. It is now very evident that the country is going 
to be flooded with propaganda in an effort to have Congress adopt these 
recommendations. Your hearings give those of us who believe that 
the recommendations are not in the public interest an opportunity 
to express our views. 

As I said, I come here as a farmer—a farmer who had 20 years of 
experience in administrative work in the Department of Agriculture 
in Washington, D.C. During that 20 years I had an unusually good 
Sean to watch our Nation expand and grow strong under a 
public power policy in effect during that time. Putting that policy 
into effect in my opinion constitutes some of the brightest pages in 
the history of our Government, so far as the promotion of the na- 
tional welfare is concerned. 

Adoption of the Hoover Commission recommendations would mean 
closing the book on those pages and depriving the people of the Nation 
of a further opportunity to enjoy the benefits of our Nation’s great 
hydroelectric resources. No one in my opinion would benefit by the 
adoption of these recommendations except the monopolistic, commer- 
cial power companies; and, in my opinion, even their stockholders 
would lose eventually. 

For the good of all the people I sincerely hope that the Congress 
will reject the recommendations of the Hoover Commission on Water 
Resources and Power. 

Hydroelectric power is one of our greatest natural resources, but its 
benefits are lost for the most part if the people are deprived of its 
low-cost power advantages. 

Recommendation No. 9 of the Hoover Commission’s report means 
a material increase in hydroelectric power rates under the pretense of 
elimination of inequities and by devious computations. If time per- 
mits, I will be glad to tell the committee why I think this recom- 
mendation is not only unsound, but inequitable. 

Recommendation No. 10 would mean the selling of nonfirm hydro- 
electric power to commercial power companies at dump power rates, 
thus permitting the companies to firm up this dump power and charge 
the people full firm power rates for it. This is another device for de- 
priving the people of the advantages of low-cost hydroelectric power 
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Recommendation 11 (a), “That the private utilities be permitted to 
purchase a fair share of Federal power,” does not enlighten us on 
what is considered to be a fair share, but obviously it is more than the 
commercial power companies are getting now; and, if the commercial 
power companies are getting more than they are getting now then 
obviously somebody else is going to get less, and somebody else is go- 
ing to be deprived of an opportunity to get low-cost hydroelectric 

ower. 
" Recommendation 11 (6) would mean turning the output of all new, 
and perhaps that of some existing, hydroelectric generators owned b 
the Government, over to the power companies at the bus bar, and 
thing necessarily on terms satisfactory to the commercial power com- 
panies. This is a pretty effective device for depriving the people of 
the advantages of low-cost hydroelectric power. 

I am not too familiar with the Government Corporation Act or with 
recommendation No. 12, and I am not so well informed about it, but 
I am alarmed about No. 13, because No. 138 would mean that the 
great river authorities operated for the advantage of all the people 
would have to come under the power and influence of the same finan- 
cial interests which now so effectively dominate the commercial power 
companies. In my opinion that would be to the great detriment of 
electric power consumers everywhere. 

Recommendation 14 has as its purpose apparently giving State rep- 
resentatives more influence in the administration of Federal projects. 
I am in sympathy of this objective of giving more heed to the wishes 
of the local people, but I am not sure that this will really be accom- 
plished under this recommendation and I am afraid such a recom- 
mendation, if put into effect, will lead to a lot of conflict and confusion 
in the operation of these hydrosites. 

Recommendation No. 15 means turning over the hydrosites which 
have not yet been developed to the commercial power companies, who 
do not have the incentive, and I would say do not even have the means 
fully to develop the sites in the interests of the people to whom they 
in reality belong. It would mean turning these resources, belonging 
to the people, over to the monopolistic power companies, which have 
in the past time after time opposed the development of the Tennessee, 
the Columbia, and the White, and all of the other great river hydro- 
electric projects. 

If these companies had been successful in their opposition during 
the past 20 years, as apparently the Hoover Commission wants them 
to be successful in the future, then our great Nation would not be 
nearly so strong as it isnow. That would be true in many respects. 

The Hoover Commission recommendations, of course, are in keep- 
ing with the Eisenhower administration’s proposal for turning Hells 
Canyon, the largest of the undeveloped power sites, over to the monop- 
olistic power companies to the detriment of all the people of our great 
Nation. If time would permit, I would like to have the opportunity 
to tell how such action eventually will appear in the costs of a food 
basket to the housewives of the Nation. 

Recommendation 15(0) is a very effective way of nullifying the 
ee clause, which means so much to nonprofit organizations, 

ike the REA cooperatives. Again if time permits at the close of my 
formal remarks I would like to tell the committee how thousands and 
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perhaps hundreds of thousands of rural homes would still be in dark- 
ness if it had not been for the application of the preference clause, 
which has been the policy of this country for over 40 years. 

I would like to point out also that if this preference clause is nul- 
lified, which will be the effect of these recommendations, that the rural 
electrification development program will be stifled and restricted and, 
I would go so far as to say, that the loans that the Federal Government 
has made for rural electrification will be placed in jeopardy in a great 
number of instances. 

To conclude my formal presentation, I again wish to acknowledge 
that I am but 1 of some 160 million private American citizens whose 
interests are so deeply involved in these recommendations. I might 
say the interests of all those who come after us are also deeply involved. 

As I indicated at the beginning, fate has placed me in the particu- 
larly advantageous position to observe what low-cost hydroelectric 
power means to the people of this country and to the strength of the 
Nation, and what it means so far as our national welfare is concerned. 
Under these circumstances I feel that my coming here to express my 
views has constituted the discharging of an obligation which I have 
to my fellow citizens. 

In deep humility and with the greatest sincerity I appeal to you 
men on the committee and to the rest of the Congress to reject, in the 
interests of all Americans, the Hoover Commission recommendations 
on public-power resources. 

Mr. Jones. Thank you very much, Mr. Secretary. 

Mr. Secretary. on page 109 of the recommendations, chapter X VITT, 
entitled “Subsidies and Inequalities of Citizens in Taxes and Recovery 
of Federal Losses on Power,” which commences on page 109, the 
Commission says this in its opening paragraph in the discussion 
therein: 


It is obvious from the financial experience given in the last chapter that the 
Federal taxpayer is subsidizing these projects. The burden, however, is very 
unequally distributed. 

Then it proceeds to incite section against section because it gives as 
an example that the States of New York, New Jersey, and Pennsyl- 
vania are carrying the heavy load of the tax burden. Therefore, since 
they are carrying such a heavy burden through the tax load, the re- 
turn on their Federal investment is not justified and, therefore, it 
would preclude the Federal Government from engaging in the type 
of development which you have discussed in your presentation. 

Do you think that that is a valid, constitutional position which the 
Commission has assumed in saying that these subsidies which it re- 
ferred to should be prorated on the basis of taxpaying ability? 

Mr. Wicxarp. First let me say this: I recognize that the power 
rates in the State of New York, Pennsylvania, and New Jersey, which 
States you mentioned, are high. They could have been a lot lower, 
and would have been a lot lower, if the hydroelectric power which has 
been or will be available in that territory were made available to those 
people. The REA cooperatives in that area have struggled against 
this high-cost power, and it seems to me we ought to think, if we are 
going to try to equalize the situation which is referred to here—and 
I am not sure that it is at all like you said 

Mr. Jonxs. It is a proposition of the philosophy which the Com- 
mission discussed here; namely, criticism of the Federal Government 
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assuming the responsibility which the Constitution gives it of develop- 
ing one section of the country where you do not uniformly apply it 
to every State of the Union. 

Mr. Wicxarp. But yet are we not doing a lot of these things, and 
have we not done a lot of these things in the past, all over the Nation, 
for the benefit of the Nation, where some people have said, “You 
should not tax me because other people benefit.” But the entire Nation 
has grown in strength socially, economically, and politically, and even 
militarily, as it has in the development of TV A and Bonneville power, 
and all of the others. 

So surely we cannot say that this has been to the detriment of all 
the people. 

Again I want to finish by stating that it occurs to me that the 
solution, so far as those States are concerned, and maybe some others, 
might lie in making hydroelectric facilities available to those people 
for the production of low-cost power, rather than trying to put these 
hydroelectric facilities out of business all over the country, so far as 
their ability is concerned to give low-cost power to the people of the 
Nation. 

Mr. Jones. There is the use of the word “subsidy” here. All through 
the discussions in the Hoover Commission’s recommendations there 
is the use of the word “subsidy,” which is applied to a Federal oper- 
ation or a Federal project. Do you know of any reason why they 
overlooked the fact that the private utilities of this country are enjoy- 

ing tax amortization of about $2.300 million as of March of this year? 
And, Go you know why that is not a subsidy ? 

Mr. Wicxkarp. I would say it is a subsidy, if you want to use it in 
the narrow term. Personally, I think it is more of a subsidy than any- 
thing that has ever been touched upon here, for the simple reason 
that I am not positive all of the benefits go directly to the people 
of the Nation. However, if it is a subsidy it will have to be justified 
on the basis of whether that is good for all of the people of the country 
and not just a few. 

Mr. Jones. But it is a bad word, though; is it not ? 

Mr. Wicxarp. It is. 

Mr. Jones. Do you recall that George Washington in making rec- 
ommendations to the Congress about navigation projects on certain 
streams in the vicinity of Washington, took into account the fact that 
the benefits were not apparent to the people who lived west of the 
Appalachian chain? 

Mr. Wicxarp. No; I am no familiar with that, but I am glad to 
hear you refer to it. 

Mr. Jones. In the days of James K. Polk we had a statement from 
a Congressman who was serving in the House of Representatives at 
that time who said that in his opinion the improvements of the Mis- 
sissippi River would be of benefit to all of the Nation. He gave as 
an example the movement of sugar from New Orleans to the city of 
Buffalo by way of the Great Lakes. Polk had vetoed the appropria- 
tion bill based on the premise that it was only peculiar to the interests 
of the people on the Mississippi River. That fellow, that Congress- 
man, was Abraham Lincoln. 

You do not think he was a Socialist because he advocated the Federal 
expenditure of money for the improvement of the Mississippi River ; 
do you? 
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Mr. Wicxarp. I surely do not, and I do not think it was as subsidy 
in the correct sense of the term. 

Mr. Jones. And he gave a great number of examples where benefits 
would be derived by shippers because the Navy, for example, kept 
pirates off the seas. That was of peculiar interest to New York, Boston, 
and Charleston, to have the fleet come in and do that. Then he went 
further and cited the fact that the capital of the United States was 
of peculiar benefit and interest to the people who lived in the environs 
of Washington. But he also said he did not think you could grow 
in this country unless you developed the potentials of the country 
and made investments from a constitutional point of view. 

Mr. Wicxarp. Mr. Chairman, I subscribe to the theory of Abraham 
Lincoln, whom you just mentioned, in that the Federal Government 
has as its objective doing things for people which they cannot do for 
themselves or cannot do so well, and which is in their interest. That 
is exactly where in my opinion the hydroelectric power projects fall. 
That is Abraham Lincoln’s statement made 100 years ago, and I think 
it fits in perfectly in this particular instance and in the instance of 
the things you have been describing. 

Mr. Jonrs. You discussed hydroelectric power. In the development 
of these projects where Federal investments are made for the use of 
the water on the streams, which has been recognized as a Federal re- 
sponsibility with respect to flood control and multipurpose develop- 
ment of streams, according to the Hoover Commission’s recommenda- 
tion No. 1, to insure the maximum development of the stream, is it not 
logical that the Federal Government should obtain the maximum 
benefit from the streams in order that the public interest would be 
protected ? 

Mr. Wicxkarp. I am positive that is true. 

Mr. Jones. Therefore, it naturally follows that the preference 
clause, which was enacted in the administration of Theodore Roose- 
velt, and which has been followed consistently in every act, provided 
for the public interest insofar as the Federal investment is concerned 
in the generation, distribution, and sale of hydroelectric power. 

Mr. Wickarp. Yes,sir. That is true. 

Mr. Jones. Do you recall at any time during the Hoover adminis- 
tration, when Mr. Hoover was President, when he advocated the aboli- 
tion of the preference section in any Federal legislation pertaining to 
the generation, sale, or distribution of power ? 

Mr. Wicxarp. I do not recall that, but I do recall several instances 
where, since the time of its first introduction in Theodore Roosevelt’s 
administration, that the Congress reaffirmed its position so far as the 
so-called preference clause is concerned. 

Mr. Jones. It reaffirmed it in the Federal Power Act? 

Mr. Wickarp. Yes, sir. 

Mr. Jones. It reaffirmed it in the REA Act? 

Mr. Wickarp. That is right. 

Mr. Jones. It reaffirmed it in the Atomic Energy Act of the year 
before last. 

Mr. Wickarp. That is right. 

Mr. Jones. The Tennessee Valley Authority Act, the Bonneville 
Act, the Flood Control Act of 1936, the Flood Control Act of 1944. 
Do you know of a single instance where the Congress has passed on 
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the question where it has excluded the preference section from the 
legislation ? 

Mr. Wicxarp. I cannot recall one. I might say, Mr. Chairman, I 
have made quite a little study of this during my 8 years in the adminis- 
tration of the REA Act, and as I mentioned in my previous statement, 
there would be thousands, if not hundreds of thousands, of farm 
homes still in darkness if it had not been for my belief that the prefer- 
ence clause was a sound and permanent policy, so to speak, of this 
Nation, because, using the rights that these nonprofit REA coopera- 
tives had under that preference clause, we would make loans for the 
ourpose of taking hydroelectric power to areas which would either not 
lean had the power or not have had it cheap enough to warrant making 
the loans, if it had not been for those hydro power sites with low-cost 
power. 

Mr. Jones. Mr. Secretary, let us go to recommendation No.9. You 
have talked about recommendations 9 through 15. The first section 
of recommendation No. 9 provides: 


Eliminate the inequities now imposed upon the great majority of the people. 


Do you have any idea what Mr. Hoover and the Commission had 
in mind in making those recommendations ? 

Mr. Wicxarp. I have in mind that some of the things they are talk- 
ing about will tend to increase the inequities, or create new inequities 
if there are not any old ones. I would like to say in this report there 
is one thing that strikes me—and I guess they refer to it or must have 
it in mind, at least, when they are talking about inequities. 

Mr. Jones. That is page 111. 

Mr. Wicxkarp. I am talking about page 99 now, where it says: 

That the investment— 
on these hydro sites— 


should be returned in annual installments (amortized) in not more than 50 years 
for hydroelectric plants and 35 years for steam plants. 


Then down in paragraph (d) it says: 


That there should be annular provision for replacement of the plants during 
the amortization periods. 


That, in effect, means that the rates must be high enough to pay 
for two plants at the same time—something which is not recognized or 
approved in the electric utility industry even by the commercial power 
companies. 

Mr. Jones. Of course, it is not. 

Mr. Wickarp. So there is an inequity which I think would be out- 
standing, and one nobody would even think about; and apparently 
that is one of the things they advocate here. 

Mr. Jonzs. Do you think that the private utilities would try a rate 
based on that legislation ? 

Mr. Wicxarp. I know of no regulatory commission in the country 
that would approve of it. 

Mr. JoNneEs. The Federal Power Commission itself would not ap- 
= of a proposition like that. 

Mr. Wicxarp. No. 

Mr. Jones. Nor do I know of any ratemaking body that would 

approve of that. 
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Mr. Wicxkarp. I never heard of one. 

Mr. Jones. If it did it could not get a loan. How are you going 
to obtain equity capital if you have nothing outstanding against the 
debt ? 

Mr. Wicxarp. I do not know how. 

Mr. Jones. You would start off insolvent and would not have any 
equity, and would have no means by which a ivate utilities could 
borrow money. So why would they expect the Government to engage 
in a business practice which would not be in the best interests of the 
Government ? 

Mr. Wickarp. I cannot answer your question. 

Mr. Jones. Recommendation No. 9 there eliminates the inequities. 
Of course, the inequities are specific in that it points out subsidies are 
being obtained through the Federal Government’s making invest- 
ments in these types of property. The only way you could eliminate 
the inequities is to see that all of the utilities in the country charged 
the highest rate of any utility operating in the country, or of ‘the 
utility with the highest rates operating in the country, if you are 
going to carry out recommendation 9(a), would you not ? 

Mr.Wickarp. Yes, sir. It seerns to me that would be the only way 
of trying to get it uniform, if that is what they are trying to do. 

Mr. Lirscoms. Mr. C hairman, would you ar the gentleman ex- 
plain that procedure and how that would work ? 

Mr. Joners. I will come back to it in just a second. 

Mr. Liescoms. I mean, he answered the question affirmatively and 
I would like to know how it works. 

Mr. Wickarp. As I got the chairman’s question, he said one sure 

yay, or something to that effect, of eliminating all inequities is to 
have all rates uniform throughout the country in accordance with the 
-ate of the highest one. 

Mr. Jones. Therefore you would eliminate the inequities. 

Mr. Wickarp. That is what I understood you to say. 

Mr. Jones. That is what I did say. So therefore you would have 
no inequities if you raised the rate to the highest utility’s rate. 

Mr. Wickarp. Everybody would be paying the same ies 

Mr. Liescoms. At what point did the Hoover Commission recom- 
mend that ? 

Mr. Jones. Recommendation 9(a) : 

That the Congress empower and direct the Federal Power Commission to fix 
the rates on Government power sales at such levels as will— 

(a) Eliminate the inequities now imposed upon the great majority of the 


people. 

This statement is evidently based on the fact of the discussion 
which took place earlier on page 109, which talks about inequities being 
perpetrated against certain sections over other sections, because they 
pay a tax in excess of the average of other States of the Union. So, 
therefore, these subsidies, they say : 


The subsidies paid by 90 percent of citizens who receive their power from 
private utilities is made still greater by the preference laws enacted by the 
Congress, mainly since 1933. 

The whole basis of the discussion and the conclusions is the proposi- 
tion that in order to relieve these inequities suffered by the people of 
New Jersey, New York, and Pennsylvania, who have these high elec- 
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tric rates, that you have to raise every other section uniformly to 
their ratemaking position or station and thereby eliminate these in- 
equities. 

Mr. Wickarp. My answer to that would be along the lines we just 
discussed. 

Mr. Lirscoms. I knew the chairman could answer it. 

Mr. Wickarp. Didn’t I start to answer it a while ago when I said 
if you want to get rid of inequities, why don’t we start making hydro- 
electric power available to the people of New York, New Jersey, and 
Pennsylvania, which is available from some of the ere: atest resources 
in the world, if we want them to get the advantages of !ow-cost power, 
rather than running up the rates to all of the other people in the 
country. There is no use in trying to make everything uniform 
throughout this country, it seems to me, on the basis that you have to 
bring ‘them all up to the highest cost, because if you do you will stifle 
industry and cut down the standard of living in this country because, 
after all, electric power is one of the most important ways, that is, cheap 
electric power is one of the most important ways of insuring that this 
country grows stronger and the people of the Nation will have a 
chance to enjoy the benefits of what the great natural resources of this 
country could afford them. 

Mr. Jones. In subsection (6) of recommendation No. 9 it says, 

Amortize and pay interest on the Federal investment in power, plus an amount 
which will equal Federal tax exemption based upon the Federal taxes paid by 
the private utilities; and * * * 

Now if section (2) were to come into force and effect, how would 
that affect the development of the Federal power potential on prop- 
erties now owned by the Federal Government, which are undeveloped ? 

Mr. Wickarp. Well, an effort, of course, is being made to put in a 
lot of costs on the basis of what other people’s costs are. I do not 
think there is any question of raising revenue in the minds of the 
people who make the recommendations, but it is simply another means 
of trying to add costs in in order to bring in a uniform cost for all 
power. I do not know, and as I said, again I cannot tell you why it 
was done like this. But again I do not say it is the basic question at 
all. I think it would hamper and make much less attractive the de- 
velopment of the remaining undeveloped hydro resources. 

Of course, anything w hich tends to de prive the people of the bene- 
fits of the power and raises the costs of power up to the point where 
it is now, simply destroys the usefulness of these hydro sites. They 
are some of the most prec ious things that this country has. 

In the name of equity we are going to stifle the development of these 
hydro sites, which development would be in the interests of all the 
people. 

I would like to make a statement here. I have never gotten the idea 
before that anybody thought our great rivers, like the Tennesse or the 
Columbia—and the Columbia is even international in its aspects— 
were nothing but local matters. If our concept of Federal Government 
is at all correct, they are something that belongs to all of the people 
and to all of the States and must be developed for all of the States and 
all of the people by means of Federal projects if they are fully to bene- 
fit all of the people. 

Mr. Jones. Mr. Secretary, in regard to this admonition by the 
Hoover Commission about applying a rate upon the Federal Govern- 
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ment to recapture the losses made on a comparative basis with private 
utilities in the tax field, what would you think about making a rate for 
the private utilities based upon the tax amortization they enjoy, since 
the REA’s, TVA, Bonneville and SPA, and all of the agencies of the 
Government, have to pay back to the Government the money invested, 
and that rate is based on a return on the investment? So, therefore, 
why not adopt the Hoover Commission’s recommendation that we 
place a rate on these utilities to recapture a similar amount of money 
which would ordinarily be lost ? 

The Federal Power Commission in making a rate does not take into 
account the tax amortization, which the people are paying for, but 
here they want to impose something on the Federal development that 
they do not want to place in private utilities. 

Mr. Wicxarp. Mr. Chairman, I do not want to be placed in the 
position of saying that all of these tax amortizations that have been 
granted have always been in the interest of the people. I am sure the 
people who had the plan in mind said, “This is by way of accomplish- 
ing the end of creating the power for atomic energy development, and 
so on, and in the interests of our people it should be undertaken.” But 
Iam not expert enough to know just how fully this amortization can be 
justified upon such a premise. 

However, I will agree with you that if one of those things of which 
you now talk, amortization, is going to permit certain power companies 
to produce power cheaper than they otherwise could, and if that is 
going to be taken into consideration just as this subparagraph (d) 
does for the hydro facilities, why, the same thing will come out and we 
ought to have an adjustment in rates between the different corpora- 
tions, based on how much benefit they will now or later get out of tax 
amortization. 

Mr. Jones. But it isnot computed in ratemaking. 

Mr. Wickarp. No, unfortunately. But this does put it in. 

Mr. Jones. It would be placed on the Government, but not on the 
private utility. 

Mr. Wickarp. That is correct. 

Mr. Jones. So it would be all right if the Federal Government would 
go out of business at the expense of not developing its natural re- 
sources, provided, of course, that the private utilities will make a rate 
commensurate with the rate of the Federal Government. 

Now the last section provides: 

Provide payments in lieu of full taxes to the State and local government equiva- 
lent to those the private utilities would pay. 

Mr. Wicxarp. I would like to give you a thought or two on that. 
I have had some experience in that field. Because every time you put 
up a large power generator and all of the facilities which provide for 
the distribution of power with big substations, and all of that sort of 
thing, you give an opportunity, of course, to a certain tax body, a civil 
unit, to collect a lot more taxes. Those taxes come necessarily from 
the rates charged for that electricity, wherever the people get that 
service. Soagain I think you create an inequity. 

Mr. Jones. Mr. Wickard, let me ask you this question: When a 
private utility goes before a ratemaking body, are the taxes a part 
of the rate that is fixed by the ratemaking body for the utility ? 

Mr. Wicxkarp. Surely. Yes, sir. 
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Mr. Jones. Are the taxes in ? 

Mr. Wicxarp. The taxes they have to pay are taken into considera- 
tion, of course. 

Mr. Jones. That is a cost of operating their business ? 

Mr. Wicxarp. That is right. 

Mr. Jones. Just like the filling station has to charge for gasoline a 


certain amount of State and Federal taxes that it charges the motorist 


who drives into the station. 

Mr. Wicxarp. Yes. I think it would have to be taken into consid- 
eration there, but if you are going to charge taxes on all Federal 
facilities it means that the people in one town where there might be a 
public building, or even a courthouse or post office, or anything like 
that, would be getting tax relief at the expense of all the people who 
use the service, whatever it might be. 

I think this can lead you into so many different inequities that I am 
surprised it was even suggested. It is merely a device, it says, to 
eliminate inequities. It is not to help the people, but to help power 
companies in what they think is an inequitable situation. 

Again I want to point out taxes paid by the utility companies are 
paid by the people. They are not paid by the utility companies. 
Whether they are property taxes, or profit taxes, they are always re- 
flected in the rate, plus a lot of other things which would not perhaps 
always be considered if the people knew all about the expenses of 
some of these organizations. 

Mr. Jones. Have the courts held that the private utility is entitled 
to a profit ? 

Mr. Wickarp. Oh, yes; and they get a good one, if you take every- 
thing into consideration, with how cheaply they borrow the money 
and how big a return they get on the investment. 

Mr. Liescoms. Do not co-ops now make payments in lieu taxes ! 

Mr. Wicxarp. They pay taxes on local property—local property 
taxes. 

Mr, Lirscoms. Do you advocate they should not pay any taxes? 

Mr. Wicxkarp. No. 

Mr. Liescoms. You were talking so much against it. 

Mr. Wickarp. I was not. I was talking about a federally owned 
and a privately owned project. 

Mr. Lirscoms. What is the difference between a co-op and a fed- 
erally owned project ? 

Mr. Wickarp. All the difference in the world. A cooperative is 
owned by the people whom it serves. It is all private property. 

Mr. Liescoms. I mean in regard to these taxes ? 

Mr. Wicxarp. The cooperative is not a Federal project. It is a 
locally owned project. 

Mr. Lirscoms. What are the inequities involved in the Federal 
Government making payments in lieu of taxes on the federally owned 
property, and the cooperatives 

Mr. Wickarp. You are taxing, you might say, for the benefit of a 
few people, a facility which had been developed by the Federal Gov- 
ernment for all of the people. A cooperative is a locally owned facility, 
whether it is a generating plant, or a distribution plant, or whatever 
it might be. It is locally owned by these people. The cooperatives get 

their money from many sources. REA cooperatives get most or all of 
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their funds from the Federal Government. That does not change it 
over to a Federal project. Railroads have gotten a lot of financing 
from the Federal Gesverisdiat too. All kinds of nonprofit organiza- 
tions have been getting funds from the Government for years and years, 
and ever since the depression. Perhaps you do not remember back that 
long, but many of us do. 

Mr. Liescoms. Thank you, Mr. Wickard. 

Mr. Wickarp. Yes, sir. You do not look old enough to go back that 
far, but some of us do. We know how, and with perfectly good reason, 
the Federal Government had to come to the rescue of a lot of our 
big commercial organizations in order to save the country. But that 
did not make those organizations public enterprises or federally owned 
enterprises. That is the same thing with a cooperative. A group of 
people get together in a cooperative organization. I do not think it 
is any different than any other corporation organized for profit. 

Mr. Jones. Let us go back to this last section under recommendation 
No. 9, which reads: 


Provide payments in lieu of full taxes to the State and local government equiva- 
lent to those the private utilities would pay. 


Do you know whether or not the TVA pays taxes, both State and 
local ? 

Mr. Wicxarp. No, I am not too sure how that works. I cannot tell 
you what the charges or the scheme of things is as far as local govern- 
ment isconcerned. I understand there has been some. 

Mr. Jonrs. Do you know about the Bonneville Administration, the 
SPA, SEPA, and REA, and all of the cooperatives ? 

Mr. Wicxarp. The REA cooperatives, of course, are privately owned 
and taxed. As to the federally owned facilities, I am not in a position 
to testify in detail. 

Mr. Jones. So if you built a dam on the Snake River or on the Cum- 
berland River, then you would have to impose a Federal tax on the 
allocation of cost being borne by the generation of hydroelectric power 
in comparison to the total amount of the project? 

Mr. Wickxarp. Yes. It is just something like the Government taking 
money out of one pocket and putting it into another to keep the rates 
up for the satisfaction of the private power companies. That is what 
the device is supposed to perform which is recommended here. 

Mr. Jones. These organizations I refer to, the agencies and bureaus 
of the Government, even though they are paying, the only thing they 
do not pay is a Federal income tax. Is that correct? 

Mr. Wicxarp. The REA’s pay, but not being a profit organization 
they cannot very well pay an income tax. They do not have any 
income. 

Mr. Jones. The only way they could pay an income tax would be 
to go before the rate-making body and then impose an income tax 
because some utility in some distant State may pay an income tax, and 
therefore they would be entitled to do that. 

Who pays this tax, Mr. Secretary ? 

Mr. WicKkarp. This tax is paid by the people. It is one of the things 
that I tried to emphasize a while ago. The taxes are paid by the peo- 
ple, who cannot pass them on to somebody else. Unfortunately, the 
farmer seems to be about the last man on the chain. He has no place 
to pass it on to. He cannot say, “My taxes and power rates went up 
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nge it i last week and therefore I have to raise my price.” The salaried people, 
neing and all kinds of people who are not in a position to pass on the taxes, 
aniza- are the people who really pay them. The commercial power people 
years, do not pay taxes, but they collect taxes from the people to whom they 
x that sell their service. 


Mr. Jonts. Of course, the Federal Power Commission fixes their 
rate based on the tax schedule. And so does the State rate-making 


< that body, whether it be a State or municipal body. It takes into account 
ason, the ad valorem and excise taxes and the Federal income taxes in estab- 
f our lishing the rate to be charged the consumer. 

; that Mr. Wicxarp. I am not too expert. I know it takes into consider- 
whed ation Federal income taxes. You always hear about profit before and 
ip of after taxes, but I am not too sure about that. 

nk it Mr. Jones. Recommendation No. 10 says: 


Pt That the Government or its agencies cease the building of steam plants and 
ation provide for the equation of their power loads by interconnection with the grids 
of neighboring power systems. 
juiva- The Hoover Commission was established in order that it might make 
certain recommendations which would mean that the Federal Gov- 
ernment could reduce its Federal expenditures and save tax dollars 
and provide for more efficiency. In your opinion, if this reeommenda- 
- tell tion No. 10 were to become effective, do you think that the Federal 
Government would be exercising good business judgment in failing 
to provide steam plants for its hye dro production ? 
the Mr. Wickarp. Mr. Chairman, as I stated in my prepared statement, 
prepared on this 10-cent-store tablet, this is a device which will mean 


and 


‘ern- 


med that the nonfirm power developed by hydro sites will have to be turned 
tion over—either integrated with or something like that, with that of the 

commercial power companies. That means they will use it for peak- 
ewe. ing and increasing their firm power and, of course, their rates on firm 


the power will be much higher than the rate received by the Government 
for the dump power. 


i. Mr. Jones. Recommendation No. 10 is an approbation of the Dixon- 
ing Yates proposal. Bk 

ites Mr. Wicxarp. May I just finish this statement? I am not here to 
or say that in all cases the nonfirm power or participating—I am not 

' here to say in all cases enough thermal plants should be installed to 
aus firm up ail of the hydro power, but I am saying that when you de- 
hey : prive the Federal Government, as this does, of the right to put in its 

F i own plant if they cannot arrange satisfactory terms w ith the existing 
ion | thermal plants, then you deprive the Federal Government of the op- 
ny portunity of setting its rates at prices which are fair to the people. 

; . You see what I mean. Here you remove the bargaining power of 
be the Federal Government in this field of firming up the hydro power. 
“AX When you remove bargaining power in this country you create mo- 
nd nopoly, and when you create monopoly you charge the people for 

the cost. 

Mr. Jones. Would it not be a loss to the Federal Government and 
es ; the taxpayers of this country if this inhibition were placed on the 
10- j Federal Government ? : 
he : Mr. Wickarp. It surely would. It would increase rates and deprive 
ce ; the Federal Government of the opportunity of getting the amount of 


money it ought to have for the sale of dump power. 
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Mr. Lrpscoms. Mr. Chairman. 

Mr. Jones. Yes, Mr. Lipscomb. 

Mr. Lirscoms. Does the Federal Government have a public utility 
responsibility to construct power plants? 

Mr. Wickarp. You mean into putting in steam plants? No. I 
tried to say I am not here to advocate that the Federal Government 
put in steam plants all over the country to firm up all of the hydro 
power, but I am here to say when you deprive the Federal Government 
of the opportunity of putting it in you make the Federal Government 
lose its bargaining power, and that loss is going to have to be charged 
to the people of the country. 

Mr. Lrescoms. At the present time there is no law or legal respon- 
sibility saying that the Federal Government has to do that. 

Mr. Wickarp. No. It does not have to do it, but on the other hand, 
as far as I know there is no law which says it cannot do it. 

Mr. Liescoms. For the past several Congresses they have been turn- 
ing down many appropriations on this matter. 

Mr. Wickarp. Yes, but it does not say they will be turned down 
from here on out, because then they will be losing the bargaining 
power, which anybody ought to have if they are going to try to keep 
costs down. 

Mr. Jonres. Recommendation No. 11, Mr. Wickard, says: 

(a) That the private utilities be permitted to purchase a fair share of Federal 
power. 

Of course, prior to this recommendation we have had a preference 
in the sale of Federal power and the duplication of transmission lines. 
This recommendation, to repeat, says: 

That the private utilities be permitted to purchase a fair share of Federal 
power. 

Since private utilities are now buying 41 percent of all the power 
generated at federally constructed projects, what do you think would 
be a fair share of the power? They are getting 41 percent of it now. 

Mr. WicxkaArp. Mr. Chairman, I do not have the impression that the 
private commercial utilities are getting it. Private utilities plus pri- 
vate industry are getting 41 percent. Am I correct or not? I am 
quoting from memory. 

Mr. Jones. Forty-one percent, as I recall it, is the amount of power 
acquired by private utilities and private industry. 

Mr. Wicxarp. And private industry. That is the point I was trying 
to make. 

Mr. Jones. Yes. In other words, even in the TVA area the con- 
sumers in the whole 7-State area only get 39 percent of the power, 
and of the rest 50 percent goes to the Federal Government at a low 
rate. Out of this 41 percent that we are talking about I cannot envi- 
sion a situation which is more equitable, and I cannot see why the 
private utilities would have cause to complain. 

Mr. Wickarp. They are getting it in large blocks, particularly in 
some places, that is, hydroelectric power. 

Mr. Jones. I want to say that I find no fault with the Federal 
olicy of selling to private utilities if they are able to serve the people. 
hat is not the question that the Commission has raised here. 

Mr. Wickarp. They say you ought to get a fair share and they do 

not say what a fair share is. I suppose it means more than what they 
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are getting now. If they do then somebody else gets less, and I am 
afraid that is going to be the people. 

Mr. Lirescoms. That is just the implication you put on 11(a). It 
does not say they should get more or less. 

Mr. Wickarp. A fairshare. If they are already getting a fair share 
I do not think the Commission would go into the matter. 

Mr. Lipscoms. All it says is that they be permitted to get a fair 
share of the power. 

Mr. Wicxarp. Nobody can be against something that is fair. 

Mr. Liescoms. Nobody argues 41 percent is or is not fair today. 

Mr. Jones. Except the chairman. 

= Lirescoms. That is the way he reads it. That is not the way I 
read it. 

Mr. Jones. Subsection (5) of recommendation 11 reads: 

That no further building of transmission lines be undertaken where such trans- 
mission services can be provided by non-Federal agencies. 

Would you like to comment on that? 

Mr. Wickarp. Yes. That is a matter on which I have had a lot of 
experience. It goes back to the nullification of the preference clause. 

f the F idabal Government cannot transmit and is deprived of the 
a of having a bargaining power which comes out of their 
inability to put in transmission lines, then it means the power has to 
be turned over to the commercial power companies and I guess you 
would have to pay on their terms. I do not know what kind of regula- 
tion it might be, but in general, when it goes into the control of the 
commercial power companies who are going then to deliver the power 
to the people, there are going to be some additional costs, and what 
they will be I do not know. In a great number of instances in the 
Northwest and Southwest and Missouri Valley and all over the Na- 
tion, in making arrangements for the REA power we have had the 
great question of how we will get the power from the bus bar out to 
the people and the farmer who lives on the land. We found whenever 
you do not have the proper transmission facilities that the oppor- 
tunity to go ahead with the development of the local distribution lines 
will be restricted ; and in some places we cannot make a loan because 
the power can be at a generating plant, but it is nonusable until it is 
brought down to the man who is ultimately going to pay the power 
bill. So that is why I do not want to see this restriction put in again, 
because it deprives the Government of the bargaining power and the 
opportunity to do what I have been trying to talk about all the time. 
That is, to give the people of the country the full benefit of the great 
natural resources we have in hydroelectric power. 

Mr. Jones. Do you not think it is inconceivable that the Federal 
Government could expend a half a billion dollars, as it is doing, on 
Chief Joseph Dam on the Columbia River, and generating many mil- 
lions of kilowatt-hours on that project, and then have the Government 
preclude it from the right to sell that because they cannot spend $1 
million for a transmission line? 

Mr. Wicxkarp. It means a huge investment placed, you might say, 
at the whim and will of other people, when a very low additional cost 
would solve the problem of the power. 

Mr. Jonss. In other words, the Federal Government is fully justi- 
fied in making the expenditure of a half a billion dollars for the devel- 
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opment of hydroelectric power on the Columbia River, and yet it does 
not possess the good judgment and business acumen to say that the 
Federal Government has the right to transmit that power to a point 
where we can realize a profit for the benefit of the people who made 
that investment ? 

Mr. Wickarp. Let us make it a profit for the people and not the 
Government. 

Mr. Jones. The Government is the people, so if there is no way by 
which the Federal Government can utilize the properties in which it 
has invested, then it certainly would not be to the public interest to 
develop these projects and then withhold the right to get the fruits of 
the investment. 

Let us go now to recommendation 14, Mr. Secretary. 

Mr. Wickarp. Which page is that? 

Mr. Jones. Page 121. [Reading:] 

That representatives from the States concerned, as well as Federal representa- 
tives, should be appointed to these boards. 


It is referring to the boards in Recommendations 12 and 13. Do you 
fee] that recommendation, if on would contribute to the better 
management of the organizations ! 

Mr. Wickarp. Recommendation 13 refers to capital. 

Mr. Jones. No. Recommendation 14 on page 121. 

Mr. Wickarp (reading) : 

That representatives from the States concerned, as well as Federal repre- 
sentatives, should be appointed to these boards. 

Mr. Jongs. Yes, sir. 

Mr. Wicxarp. I am sure that the apparent objective here is to give 
the loca] people some means of making known to the people who are 
in charge of these facilities their views and their needs and, as I indi- 
cated, I think that is very important. After all, we are doing this for 
the people, and their representatives should have a great opportunity, 
or the best of opportunities, to make known their needs. However, 
take the Missouri, or any of the rest of them. You have a great num- 
ber of States, and sometimes the interests in various States are not uni- 
form. There may be some conflict, or something of the kind. 

The thing I am trying to say is, I am not sure that this would bring 
about the desired result, especially if you find a great conflict of inter- 
est, by putting a man on the board who is always voting directly thus 
and so for the public interest, when we have to take into consideration 
that it is a Federal project being operated for the people of all the 
States and should be, therefore, operated in the general interest. 
Surely we do not want to say at any time that the people or their 
proper representatives cannot be heard in all Federal matters. That 
is why I say as a private citizen I am so happy to come before your 
group today and say some things which I think ought to be said. On 
the other hand, I doubt whether we can have every State having a veto 
o0wer and a voting power under the mandate of a Federal facility, 
if that is the intention—and I do not think it is —it is one thing we 
should avoid. 

Mr. Jones. Federal agencies always have representatives in the Con- 
gress to help manage the affairs of the agencies. 

Mr. Wickarp. And represent the views of the citizens. That is 
right. 
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Mr. Jones. And local interests are always represented by Members 
of Congress from the areas where the projects are located. So there 
is no abyss between the people in the Federal Government in the form 
of lack of representation or lack of interest to see that the local inter- 
ests are protected and that their welfare is protected in such a way as 
to have a forum in which the people can express themselves. 

Mr. Wickarp. A very good point. 

Mr. Jones. So if we set up another commission or board it would 
just be one more agency in the field of bureaucracy. Do you know that 
word, “bureaucracy ?” 

Mr. Wickarp. Oh, yes; I have been called a “bureaucrat” for so 
long I have some idea of what the term means. 

Mr. Jones. So the bureaucracy would be further extended in such 
a way because we will have a board over all of this and over all the 
other agencies concerned with this development. This board would 
be somewhat similar to a Cabinet post and would review projects after 
they have been gone through by the Bureau of the Budget with its 
superstaff and will analyze it in the light of the general interest to 
see whether they should be enacted by the Congress. 

Now, Recommendation 15 says: 

(a) That private enterprise be offered the opportunity to provide the capital 
for the electrical component of multiple-purpose dams and dispose of the power 
through their own systems (they being subject to regulation of rates by Federal 
and State authorities), but the management of the dams should remain in the 
Federal Government. 

Do you have any comment on that ? 

Mr. Wickarp. Yes, sir; I do. I said in my statement that I did 
not think that the commercial power companies had either the in- 
centive, or the desire, or even the ability fully to develop our great 
remaining undeveloped hydroelectric sites in the interest of all the 
people. 

May I just take a minute to explain why I say that? 

These private companies are answerable to the people who invest 
in their stocks and bonds. Those people necessarily are looking for 
a safe investment and a good return on their investment. When it 
comes to the point of whether you are going to put up a certain kind 
of dam or facility which will yield a good investment, or whether 
you will put up one which will be of maximum benefit to the people, 
I think you can necessarily see some conflict of interest. 

Mr. Jones. Mr. Secretary, let me ask you this question: Here it 
states that private enterprise should be given the opportunity to de- 
velop dam sites in this country. The private utilities have always 
had that right, have they not? All they have to do is file an appli- 
cation with the Federal Power Commission to obtain a license. 

Mr. Wicxkarp. And prove the worthiness of their proposition. 

Mr. Jones. So there is nothing new in this recommendation except 
that it be undertaken on a partnership basis, because it is the only re- 
imbursable item to a project outside of irrigation. 

Mr. Wicxarp. That is electric power? 

Mr. Jones. Electric power. 

Mr. Wicxarp. Yes; that is a material point. But I made some 
statement about Hells Canyon as being an example of what I am try- 
ing to say is the President’s proposal, or the one backed by this ad- 
ministration, as I understand it, that the private power companies 
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be given the opportunity of erecting a small dam or small dams which 
will not develop the full potential of Hells Canyon. I can understand 
why the investors in that company and the stockholders would want 
them to build a dam which would develop the maximum benefit and 
the greatest profit. That is obvious. I am not arguing against the 
profit system, but trying to realize what it means. 

How, in the name of profit, could you have a definite objective, 
which we do, of trying to develop a great hydro site, the greatest one 
we have left, for the benefit of all the people? I do not think I need 
to make any long speech here about what cheap power has done for 
the Northwest, or even what it has done for the military strength of 
our country, but I would like to refer to another matter if you permit 
me the time, and I will try to do it very briefly. 

In this area where the Snake River runs and where Hells Canyon 
Dam is proposed, we have the greatest phosphate beds of this country. 
They are located where phosphate is needed more and more of the 
time in larger and larger amounts, which includes, by the way, some 
of the areas west of and along the Mississippi River. 

Today we are hauling phosphates out of Florida and sending them: 
through the Panama Canal and over the railroads and we are exhaust- 
ing that source of supply. Why have we not developed the phosphate 
mines in that area? Because power costs are too high. Hells Canyon 
will solve that problem and we will avoid the great danger of food 
prices going up all over the country because of the necessity of in- 
cluding these freight rates involved in hauling these phosphates up 
and down the country. 

These phosphates are very vital in agricultural production and their 
cost enters into the cost of the production of food. 

I hate to take your time up with this, but there is a conflict between 
what is good for all of the people and what is good for the people who 
are investors in the corporations. I am not criticizing the people who 
manage the companies. They are doing what they should do. But 
let us recognize the ater advantages to all of the people all over the 
country in having the full development of Hells Canyon. We will 
never have too much cheap hydroelectric power and it goes into the 
household of every citizen of this country. 

Mr. Jones. Mr. Reuss. 

Mr. Reuss. No questions. 

Mr. Jones. Mav Asetehnl. 

Mr. Liescoms. Mr. Wickard, would you mind telling us your ex- 
perience and background on this subject of power ? 

Mr. Wicxarp. [ will tell you that I went into the Department of 
Agriculture in 1933, direct from an Indiana farm, where I now re- 
side. At that time we did have some economic problems in this coun- 
try, which I referred to a while ago in connection with your youthful 
appearance. I went into the Department of Agriculture in 1933 and 
at that time we had the development of the Tennessee. That was the 
first development. 

While in the Department of Agriculture I became acquainted at 
first hand with the problems of the Tennessee Valley, and particularly 
the agricultural needs in that area. In later years 1 became interested 
in agricultural projects of one kind or another on a national scope, and 
became Under Secretary of Agriculture. 
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which: ! 
rstand I then became Secretary of Agriculture and served in that position 
| want for 5 years. AsI told you a while ago, I then became Administrator 
it and of the Rural Electrification Administration and served in that capacity 
ist the for almost 8 years. 
Mr. Lirscoms. What years were those ? 
active, : Mr. Wicxarp. 1945 to 1953. I was Secretary of Agriculture from 
st one ; 1940 to 1945. That gave me an opportunity to see how the development 
| need of these rivers and river projects took place during that time, and what 
ne for it meant to the people. 
rth of I had been out in the Northwest before the dams were finished there. 
ermit i I looked at the agricultural land and at the economy there. I have 
. seen it afterward the same as the Tennessee Valley, and I saw what 
anyon happened afterward, and I know of the great possibilities that still 
intry. remain wherever there are hydro sites to expand and strengthen our 
f the { entire economy. I have observed it first hand. If I had not, I would 
some i not have kept my eyes open. I would have had to see it, of course. 
i Mr. Lirscoms. Are you still active in any of the co-op organizations 
them: ; and associations ? 
aust- : Mr. Wickarp. Only asa member. I am a member of an REA co-op 
phate j and the various farm cooperatives. 
nyon ; Mr. Lirscoms. You said in your opening statement that the Hoover 
food Commission recommendations would close the bobok—you may not have 
f in- i said it in exactly this way—on the public power policy this country has 
eS up : been operating under for a great many years. Isthat right? 
Mr. Wicxarp. That is what it seems to me will happen. 
their Mr. Lirscome. Will you explain what the public power policy was 
i or is of this Nation ? 
ween. i Mr. Wickarp. First, the public power policy of this Nation, as 
/who [ carried out from 1933 on, has been the development of the great hydro- 
who ' electric sites in the interests of the people. This discussion took place, 
But or some of it, at least, long before 1933. It began in your territory in 
r the ‘ connection with the development of Muscle Shoals, Mr. Chairman. 
will There the private investors and companies wanted to get control of 
» the those facilities. That was quite a long drawn-out battle. Finally it 


ended up by more or less, you might say, the TVA development, which 

is, by the way, not only something which has the great admiration of 

all the people who live in that territory, but people all over the world. 

I went to a world power conference, getting off the subject, in New 

' ex- Delhi, India, in 1950. Everyone who knew I was from America asked 
me about TVA, and Bonneville, and so forth. So all of that has taken 





it of : place. It is the development of these hydro resources which belong to 
’ re- all of the people for the benefit of all the people. 
un- To bring that about, as I said, we have had the adoption or the 
hful putting into effect of the preference clause, which insures that the 
and people themselves get the benefit at first hand. 
the That to me in a very general way 

Mr. Lirscoms. Was it not a public power development, or all Federal 
1 at ; development, or a partnership basis, or what was the policy ? 
irly Mr. Wickarp. I went back a while ago to what I thought was the 
sted proper definition of the Federal Government: To do things for people 
and which they cannot do for themselves, or cannot do so well. I do not 


think anybody would say that the Federal Government should go in 
and do a lot of things which could be done just as well otherwise. I 
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have not subscribed to that theory and do not know anybody else who 
does. But it is quite obvious we would not have a Grand Coulee and 
all that sort of thing if it were not developed for the benefit of the 
people. We would perhaps not even have had the atomic energy 
plants in the Northwest if it had not been for the Federal power policy 
which was in effect at that time. 

Mr. Lirscome. It seems to me that happens to be a present policy. 
You are quoting, as the chairman did, from Abraham Lincoln. 

Mr. Wicxarp. I am not quite sure that the application is the same. 

(ay Lirescoms. Can you tell me what you think of recommendation 
1 (c)? 

Mr. Wicxarp. That has to do with water resources? 

Mr. Lirscoms. Yes. Is that not along the line “That the Federal 
Government should assume the responsibility where its participation 
or initiative is necessary to further or safeguard the national interest 
or to accomplish broad national objectives, where projects, because 
of size or complexity or potential multiple purposes or benefits, are 
beyond the means or the needs of local or private enterprise. Under 
other circumstances the responsibility for i to should be dis- 
charged by State or local governments, or by local organizations, 
or by private enterprise.” 

Do you have any quarrel with that recommendation ? 

Mr. Wicxkarp. It all depends on how we get the job done and how 
correctly it is done. As to whether I subscribe to that, it is a state- 
ment which on the surface may not be in conflict with the statement 
that I made on the thing, and what Abraham Lincoln said. But let us 
be sure we do not give lip service to one sort of statement like that and 
turn our backs on the opportunities to be had. 

Mr. Lipscoms. The Hoover Commission on page 116 of its report 
says: 

We do not entertain the idea of the sale of dams and their powerhouses. These 
dams also perform highly important services to irrigation, navigation, and flood 
control which must remain as Federal responsibilities. Nor do we entertain the 
idea that the electrical facilities in these multiple-purpose projects could be sold 
to private enterprise. 

Mr. Wickarp. What it says there is things that have already been 
put up. There is no question but what in the future the Federal Gov- 
ernment must not put in any hydroplants, but what has already been 
done, as I understand the recommendation, it is that that not be turned 
over, that is, those dams not be turned over to private power com- 
panies. However, if you turn over the power from them I do not 
know but what you might as well turn over the plant. 

Mr. Lirescoms. You spoke of private utilities being monopolistic. 

Mr. Wicxarp. I do, by the very nature of their activity. 

Mr. Lirscoms. Do you feel public utilities are monopolistic ? 

Mr. Wicxarp. They could be as long as they are not taken care of. 
but.as long as we have the Congress of the United States in Washington 
taking care of the people, I do not believe that danger is going to con- 
cern me. 

Mr. Lirscoms. Do you believe TVA is monopolistic in the State 
of Tennessee? That is an easy question to answer. 

Mr. Wicxarp. In the operation during the past several years I 
would say the people have not suffered from any monopolistic form 
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sé who of TVA. There might have been some instances, but in a general 

ee and way the benefit has been for the benefit of the people, and anything 

of the i that is for the people to me does not have the faults of a private mo- 

nergy i nopolistic system. 

policy : Mr. Lirescoms. Do you feel that all power in the United States should 
f ; be under the Federal Government ? 

policy. Mr. Wickarp. No. I never said that, and never even came close. 

1 really did not. There is nothing I said here like that. 
me. i Mr. Lirscoms. No; I know you didn’t. I just asked the question. 
lation Mr. Wickarp. I am glad you asked the question. I want it clarified. 

Mr. Liescoms. You feel there is a place for both of them ? 

Mr. Wickarp. Personally. May I add to that? I do not like re- 
deral strictive monopolies wherever they may be, and it could be in the 
pation Federal Government if it is not properly safeguarded. 
terest Mr. Lirscoms. What made you testify to the fact that the big pri- 
cause vate power monopolies do such and such and not talk about the public- 
S,are |G power monopolies? Why do you make the distinction ? 

Jnder i Mr. Wicxkarp. I am trying to say that any kind of monopoly which 
e dis- is operated to the benefit of a few people, for the sake of a few people 
“ions, and at the expense of all the people, in my opinion is bad. I say that 
even if that is one which might be promoted or even owned by the Fed- 

eral Government, I would say any time you have any operation, pri- 

how vate or public, that is not responsive to the will of the people, that is 
tate- bad. As long as we have a democratic representative kind of a gov- 
ment ernment such as we have today, we surely are in a position to see that 
et us i if the Federal Government’s projects such as we have been discussing 
; and become monopolistic at the expense of the people, then corrections 

will be made, and I know they will be made. 

‘port i Mr. Liescoms. Is that not true both ways, both as to private and 

i public power monopolies? 

These ; Mr. Wicxkarp. I do not know just exactly how you get at it from 
flood the other standpoint when I said a while ago that evidently the whole 
n the thing was to keep out competition and keep up prices, and I am sure 
sold tend to eliminate the ability of the Government to go in and do some- 
| ; thing practical about it. If you do that you are surely adding to 
— monopolistic practices which you cannot get at at all. 

ace ‘ If you turn Hells Canyon over to the commercial power companies 
een of this country, and turn over all of the power that comes from these 
ned : Federal projects without any ability or means of seeing that those 
um j facilities or the power generated by those facilities is given to the 
not i people, then I think you are creating further monopolies. 


r. Lrescoms. You do have the means. 

Mr. Wicxarp. What is it? 

Mr. Lipscoms. The Federal Power Commission and the Congress 
of the United States. Do you not think that the representative gov- 
ernment 

Mr. Wickarp. That is why I have urged to this committee that the 
Congress not adopt as the policy the abrogation, you might say, of the 
benefits of these hydro facilities for the benefit of the commercial power 
companies. 

Mr. Lirescoms. You spoke also of the high rates of private utilities 
and we got into a discussion of taxes. In order to give lower rates, 
would you favor abolishing excise and income taxes of private utilities 
in order to give their customers a lower rate ? 


a ADS ais 





ton 
on- 


ate 


we 
~ 
Pa kite Ma On Eh ale sot 58 















1678 ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 


Mr. Wicxarp. No; I have not given consideration to that. The 
only thing I was trying to say is, taxes are collected from the people, 
either as direct taxes or in the form of rates, which are just anohie: 
way of collecting money. I do not think we ought to deceive ourselves 
by saying that the people will not bear the costs. 

Mr. Lirscoms. Are not those taxes that the people pay the private 
utilities going into our Federal Treasury to help pay for public utilities 
elsewhere ? 

Mr. Wicxarp. Yes. They pay for public utilities elsewhere. But 
if you had an expanding economy—and you won’t contradict me when 
I say in the Northwest and the West, where you come from, that the 
hydro facilities have meant a lot to expansion of all the industries in 
the population out there. I am sure the tax rates are less and the 
benefits you are getting in that great country are more than they oth- 
erwise would have been if it had not been for the hydro developments 
in that area. 

Mr. Lipscoms. On one of these recommendations, No. 14, you went 
into a discussion with the chairman about representatives of the States 
concerned, as well as Federal representatives, to be appointed on these 
boards. Would you explain again why you do not think that State 
representatives should be on the board ? 

Mr. Wicxarp. I do not know exactly what is meant there. I do 
not know whether you mean to create a governing board. I mean, I 
do not know what the Commission means, as to whether it is to create 
a governing body which would be semi-State operation, or State-con- 
trolled, or whether it is to be a place where people’s views could be ex- 
pressed. I am sure you people do not want to see people denied the 
right to express themselves on the subject, and that is why you are 
having these hearings. 

Mr. Lipscoms. I thought it was a good idea to have State people 
vote on the board because they would vote selfishly in the interests of 
their locality. 

Mr. Wicxarp. I say you could have people voting for a very narrow 
interest in this instance and destroying benefits for a great area or 
number of people. 

Mr. Lirscoms. Do you feel the local people know better what their 
needs are than some people sitting in Washington looking into this 
subject ? 

Mr. WicKarp. I think the chairman made a good point that they 
have representatives in Washington who can themselves reflect the 
views of their constituents. Having been in Washington in an admin- 
istrative post, I know how soon I heard from Congressmen or Senators 
when they thought that something was being done or not being done 
for the local people. 

Mr. Liescoms. That would all be very well and good if every Con- 
gressman could sit on the board while they are making their decisions. 

Mr. Wicxkarp. But he can go to the people who are in the Federal 
business, and the Federal administrators, with perhaps a lot more au- 
thority than he can go to some State representative who is not respon- 
sible to him in any way. 

Mr. Lirescoms. Do you feel that there should be local representation 
on the boards? 


Mr. Wickarp. Todo what? For what purpose? 
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Mr. Lirscoms. To look out for the interests of the people. 


» The Mr. Wickarp. In what way? 

people, Mr. Liescoms. And to submit their recommendations as to projects, 

nother | as to whether they want them locally or federally financed. 

rselves Mr. Wicxarp. If they are making decisions on a State basis, you 
7 ‘ will get into some kind of conflict on the Federal interest when they 

private : make decisions. Somebody has to decide what is in the interests of all 

tilities the people involved, and as I say, I think that takes a pretty broad 

. approach. 

. But Mr. Liescoms, It takes all of it—local, State, and Federal. 

e when : Mr. Wicxarp. If those people are not going to be cognizant of the 

hat th : F > , aS : > -e cOInN’ 

6 : needs of the people for the output from these dams and they are going 


ries in to disregard them, then of course I am hopeful Congress will take 


nd the immediate steps, or that the boards will be responsive to them. 

ey oth- i Mr. Lirscoms. Are you saying that all of the decisions of the State 

oments ; of California, which State I come from, should be made in Washing- 
ton and not at our local level ? 

a went Mr. Wicxarp. No, I did not say that. I am talking about Federal 

States projects. 

n these Mr. Lrescomn. I am talking about Federal projects too. I mention 

; State the Feather and Trinity Rivers. 


Do you think we should be involved in what happens to those proj- 
I do ects out there ? 


ean, I Mr. Wicxarp. I do not know the particular projects you are talking 
create about. I am talking about interstate rivers which are assured by our 
‘e-con- . Constitution as being within the concept of Federal responsibility. 
be ex- ‘ Mr. Jonrs. Are those to be constructed by the Corps of Engineers? 
ed the Mr. Liescoms. We have not made up our mind yet, Mr. Chairman. 
ou are Mr. Wicxarp. I am not familiar with the projects you speak of 
at all. 
people Mr. Lirscoms. There is no recommendation in the Hoover Commis- 
sts of 1 sion, or no specific recommendation, for the abolishment of the prefer- 
ence clause, is there ? 
arrow | Mr. Wickarp. No. Just in effect. Nothing specific. The effect of 
rea or the recommendation would be that. 
Mr. Lirscoms. How do you arrive at that? 
; their Mr. Wicxarp. In the first place, it says that no transmission lines 
0 this are to be erected by the Federal Government, but all of the Federal 
; Government’s output from its hydro plants must be put on the trans- 
[| they : mission lines of the commercial power companies. Immediately you 
ct the ; turn over all of the power to the transmission lines owned by somebody 
dmin- else. That is not so bad, but you lose your bargaining power because 
1ators they say if we will not carry it and the Federal Government will not 
done : put up any then you have to let them carry it at their rate, or not at all. 
: Mr. Lirescomp. I do not interpret it that way. It says the private 
Con- . utilities will wheel the power, then, if they can’t, the Federal Govern- 
sions. ; ment can. 
deral Mr. Wicxkarp. In all my years of experience in this field I have 
re au- s never seen but a very, very few instances. The private utilities always 
spon- have enough money to put up the dam and build the transmission lines. 
The answer would never be, “No, we can’t do it.” So in actual practice 
ation it means an abolishment of the right of the Federal Government to 
: put in the lines. 
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Mr. Jongs. In the discussion of the Hoover Commission itself on 
page 112 they cover the preference in sale of Federal power. I do not 
think anyone can read that section as a preface to its recommendation 
No. 11 and have any doubt as to the position that the Commission took 
with respect to the preference sections which exist in the laws that we 
have on the statute books at the present time. 

Mr. Wicxarp. There is no question but what the sentiment is there. 
I think the Congressman is right. It does not come out and say the 
preference clause should be abolished. I agree with that. 

Mr. Lipscoms. The recommendations would modify the preference 
clause. 

Mr. Wicxkarp. It surely would; and greatly decrease the benefit of 
the preference clause to the nonprofit people. I am particularly con- 
cerned about the REA cooperatives. I feel I had a great responsibil- 
ity in the development of that program and tried to do it on the basis 
that the preference clause would not be nullified. In whatever manner 
it may be nullified, it will adversely affect the REA program. 

Mr. Lipscoms. As a private citizen did you have any trouble being 
notified about this committee hearing, or finding out where it was? 

Mr. Wickarp. Yes. I did not know until late last night. I was in 
bed before I finally found out where this meeting was to be held. It 
was supposed to be over in the Federal Building and I was going to 
start over there to find out. 

Mr. Liescoms. How were you notified ? 

Mr. Wicxarp. A member of the staff, Mr. Sturdevant, notified me. 

Mr. Lirscoms. How did you check to find out where the meeting was 
to be held ? 

Mr. Wicxarp. He called me when I was in bed last night and told 
me—I suppose 10 or 11 o’clock. 

Mr. Strurpevant. That is right. 

Mr. Lirscoms. Thank you. 

Mr. Jones. You had experienced the same difficulties I had. 

Mr. Wickarp. Yes, I did. I had stayed over here to take advantage 
of this opportunity and I began to get worried for fear I would not 
find it. I was really concerned about it. 

Mr. Lirscoms. How were you notified the committee was going to 
meet ? 

Mr. Wicxkarp. I received word from a very close friend of mine, a 
fellow who used to be with me in REA, Mr. Richard Dell. He said 
there would be a meeting in Chicago and I asked him where, and he 
was not sure of when or where. That is why I was glad to get it 
from you. 

Mr. Liescoms. Was our chief counsel, Mr. Wise, in the service in 
REA when you were there ¢ 

Mr. Wickarp. Yes. 

Mr. Reuss. I think, Congressman Lipscomb, I should bare my own 
soul at this point. I didn’t find out aon the hearing was going to 
be until 9:30. I found out from Mr. Sturdevant, and I thought it 
would be in the Federal Building too. 

Mr. Lirscoms. I will concur with that. 

Mr. Jones. Mr. Secretary, we all enjoyed the thrill of finding out 
where the hearing was to be held. I am sorry we cannot meet out on 
the street corners. I wish we could. However, trying to find places 
to hold meetings is rather difficult, and is not always done with a de- 
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: ie gree of certainty. Having the staff go out and inform the people of 


tion all the details of the meetings is a hard and difficult task, I assure you. 
took As I said earlier in this meeting, I hope we have not inconvenienced 
people by not having sufficient time to inform them fully of the meet- 
ing. I regret that there is a feeling on the part of some people that 
ne there is a deliberate attempt by the committee not to disclose the 
the j meeting place for the purpose of excluding some witnesses. 

Mr. Wicxarp. Mr. Chairman, if that is all, I want to thank you 
and the members of the committee for your courtesy in permitting me 

































t we 
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as a private citizen to come here and express my views on this matter. 
+ of Mr. Jones. Thank you very much. It has been a pleasure to have 
con- yee. : 
hl. Our next witness is Mr. Stuart of the Quaker Oats Co. Has he ar- 
énin { rived yet ? 

Mr. Srvart. I am not scheduled to appear as a witness. 

ner 


Mr. Jones. I understood from Mr. Cook you were. 

dn { Mr. Coox. No, sir; I did not say that. 

oe Mr. Jones. Mr. Cook, didn’t you identify Mr. Stuart as being the 
person who wanted to testify? Mr. Staley or Mr. Cook? 





, It Mr. Reuss. Mr. Cook, didn’t you say Mr. Stuart was the gentleman 
mre who had sent the letter requesting the right to appear here today ? 
, Mr. Coox. No. Mr. Stuart wrote the letter asking for permission 
for witnesses to appear, and you now have the list of witnesses on 
sa your desk, which I gave to you, listing the five witnesses we want to 
— appear. Mr. Stuart wrote the letter in his capacity as chairman and 
has gotten individuals who are acquainted with the report to testify. 
old That is the capacity of Mr. Stuart. I was going to answer the ques- 
| tions you had and you said I could not answer them as I was not quali- 
fied, not having written the letter. 
Mr. Reuss. Vee. I think it would be illuminating, Mr. Chairman, 
if Mr. Stuart could show us these letters and otherwise give the back- 
i ground of his request for witnesses to appear. 
nee Mr. Jones. Would you be kind enough to do that, Mr. Stuart, be- 
cause we want to clear up this situation. Will you come up here, 
to please, sir? We want to clear up the situation because we do not want 
to have a misapprehension among the people that we are trying to 
on exclude witnesses from testifying before the committee. Evidently 
id that is what has taken place. I had a call from a Mr. Smith of one 
he q of the Chicago papers and he stated that you had made the statement 
it | that we were trying to keep the Citizens Committee for the Hoover 
| Report from testifying before this committee. 
= STATEMENT OF JOHN STUART, REGIONAL VICE CHAIRMAN, 
CITIZENS COMMITTEE FOR THE HOOVER REPORT, CHAIRMAN, 
wn TAXPAYERS FEDERATION OF ILLINOIS, AND CHAIRMAN OF THE 
Pp BOARD, QUAKER OATS CO. 
i 
Mr. Stuart. No, sir. No such statement was made. We had diffi- 
culty in trying to find out where the meeting was to be held, and 
ut : exactly when. 
on Mr. Jones. Are you a member of the Citizens Committee for the 
eS Adoption of the Hoover Commission Report? 


le- Mr. Sruarr. Yes, sir. 
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Mr. Jones. Do you hold any official position with that organization ? 

Mr. Stuart. Yes. I am called one of the vice chairmen. 

Mr. Jones. Vice chairman? 

Mr. Sruarr. Of the national committee. 

Mr. Jones. Of the national committee ? 

Mr. Sruart. Yes. 

Mr. Jones. Do you have contact with your Washington office? 

Mr. Sruart. Of the national committee? 

Mr. Jones. Yes, sir. 

Mr. Sruarr. Yes, sir; Ido. I have no contacts with New York. 

Mr. Jones. The committee has circularized the citizens committee 
and the announcement of every committee hearing we hold goes out 
to them as soon as it comes to me, whenever a hearing is organized. 
I just fail to understand why there would be such anxiety on the part 
of the citizens committee in feeling that we are withholding an oppor- 
tunity for them to present their case as they see fit. 

Mr. Srvarrt. I do not think any of us had that feeling. We wanted 
to present witnesses and were anxious to find out when and where. 

Mr. Reuss. Mr. Stuart, on October 19 of this year I, as a member 
of the subcommittee, wrote you a letter on subcommittee stationery, 
telling you of the meeting in the Midwest that we were having, and 
inviting you to be present or to send a representative. Did you re- 
ceive that letter? 

Mr. Stuart. Yes, sir. 

Mr. Reuss. Do you have it here with you at the hearing this 
morning ¢ 

Mr. Sruart. No; I have not. 

Mr. Reuss. I have a copy of that letter and I would like to read it 
to you and then I will ask you if that is an accurate copy of the letter 
you got. This letter was signed by me as a member of the House 
Subcommittee on Water Resources and Power and was dated October 
19, 1955. As far as I know, it was mailed that day to you and ad- 
dressed to Mr. John Stuart, regional vice chairman, Citizens Com- 
mittee for the Hoover Report, Danie Oats Co., Merchandise Mart, 
Chicago, Ill. 

Dear Mr. Stuart: I am addressing this letter to you since I am unable to learn 
here whether there is a State chairman of the Citizens Committee for the Hoover 
Report in Wisconsin in my home State. This subcommittee of which I am a 
member will hold a hearing in Milwaukee, Wis., on November 7 and 8. The 
specific questions to be covered in the hearing are given in the enclosed press 


release. 
I wish to invite you or a representative of your organization in Wisconsin to 


testify at the hearing if you wish to do so. If you or any official of your organi- 
zation in Wisconsin wish to be heard, please notify Staff Director William C. 
Wise at the subcommittee address. 
Sincerely yours. 

It was signed by me, Henry S. Reuss, Congressman from Wisconsin. 

Is that an accurate copy of the letter which you received some time 
ago from me? 

Mr. Stuart. AsIT remember, itis. Yes. 

Mr. Reuss. And you do not have the original of that letter here 
with you today? 

Mr. Stuart. It isattached here. I did not bring it. 

Mr. Reuss. Will you take a look at the original letter if you have it 
and tell me whether that is an accurate copy ? 
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Mr. Stuart. No; I have not got the original letter, but I think it is. 

Mr. Reuss. Did you answer that letter that I wrote you on October 
19? 

Mr. Sruarr. Yes, sir; here is the letter I wrote you. No, this is to 
Mr. Wise. I think I answered your letter. Didn’t you get a reply? 

Mr. Reuss. I want to get your record. Did you answer my letter of 
October 19? I would like to get the chronology of the correspondence. 

Mr. Stuart. I think I did, “put I have not the copy here. 

Mr. Revss. What is your recollection of the date on which you 
answered that ? 

Mr. Stuart. I do not remember the date. 

Mr. Reuss. I might say I do not recall 

Mr. Stuart. Mr. Ely, whom you met in Milwaukee, handled it. 

Mr. Reuss. Let me say that Mr. Gavin McKerrow, who is a very fine 
citizen of Wisconsin, did appear at our hearing in Milwaukee and did 
give us some very helpful and constructive testimony on behalf of the 
Citizens Committee for the Hoover Report. So we were pleased to 
have at our hearing there a representative of your citizens committee. 

Now will you give us the next piece of correspondence that passed 
between our committee and you, or between you and our committee, on 
this question of the Midwest hearings? We have agreed there was a 
letter of October 19, from me to you. 

Mr. Stuart. Reg: arding the Milwaukee meeting. 

Mr. Reuss. Regarding ‘the Milwaukee meeting. And, incidentally, 
in that Milwaukee meeting it was announced further hearings would 
be held in Chicago on today and tomorrow, November 21 and 22, 
and also a few days after that, I think around November 10, there 
were press releases released to the Associated Press and the United 
Press, and other services, giving the date of the Chicago hearing as 
November 21. 

Now going back to my question, will you give us the complete record 
of communications between you and the subcommittee on the point 
of the Midwest hearings ? 

Mr. Stuart. I do not know that I can give you the complete record. 

Mr. Reuss. As best you can, sir. 

Mr. Srvartr. We wrote a letter here to Mr. Wise, staff director, 
Special Subcommittee on Water Resources and Power, room 4840, 
New GAO Building, Washington. 


DEAR Mr. Wise: We have been informed that you expect to hold a hearing 
in Chicago on November 21 and 22. We would appreciate your advising as to 
where this hearing is to be held, at what time, and what subject will be cov- 
ered. We are interested in having representatives at this hearing so we would 
like to have full infurmation as soon as possible. 

That letter was dated November 9. 

Mr. Reuss. And so far as you know, it was mailed that day or the 
next day ? 

Mr. Stuart. Iam quite sure it was. 

Mr. Reuss. Have you received a telegram or other communication 
from the subcommittee ? 

Mr. Stuart. Just recently in the last few days. 

Mr. Reuss. Will you produce that telegram or letter? 

Mr. Stuart. Do you want the telegram I sent, having had no recol- 
lection of the letter ? 
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Mr. Reuss. Yes, sir; I want every communication—letter, telegram 
and telephone call—which passed between you and the subcommittee. 
So far we talked about an October 19 letter from me to you and a 
November 9 letter from you to Mr. Wise who, for the record, is a 
member of the subcommittee staff in Washington. 

If there is anything else, I would like to have you give it to me. 

Mr. Srvart. This is a telegram that was sent to Mr. Wise, staff 
director, Special Subcommittee on Water Resources and Power, room 
4840, New GAO Building, Washington, D. C. 

Re your subcommittee hearing in Chicago November 21 and 22 it is stated 
in my airmail letter to you dated November 9 we desire to present a number 
of witnesses preferably early Monday morning, and will appreciate your wire 
advising as to time you allot us. 

(Signed) JoHN STUART. 

Mr. Reuss. What is the date of that ? 

Mr. Sruart. That is November 17. 

Mr. Reuss. That was last Thursday. Is that correct? Today is 
the 21st, so the 17th was Thursday, I think. 

Allright. Will you continue describing any and all communications 
which passed between you and the committee or between the committee 
and you? You indicated there was a telegram you got recently from 
the subcommittee, you said. Do you have that telegram here? 

Mr. Stuart. I will give you this here. Thissays: 
For Release November 16 
We received this copy of an advice sent out. 


A 22-day hearing scheduled covering 7 Midwestern and Western cities was 
announced today by the Jones Subcommittee on Water Resources and Power. 
The subcommittee is conducting hearings 
And it lists the places. 

Mr. Reuss. The document you are showing us, Mr. Stuart, is a press 
release put out by the special subcommittee and it was dated Novem- 
ber 16? 

Mr. Stuart. Yes. 

Mr. Reuss. And this November 16 press release indicates that a 
hearing would be held in Chicago on Monday and Tuesday, Novem- 
ber 21 and 22. Is that correct? 

Mr. Stuart. That is correct. 

Mr. Reuss. Did you receive a telegram or other communication from 
the Subcommittee on Water Resources and Power in reply to your 
letter or telegram ? 

Mr. Stuart. My secretary is here, I did not handle all of this direct 
myself. That is why I cannot answer yes or no. 

Mr. Reuss. It is important in the public interest that we get it 
straightened out as to just what was sent. 

Mr. Sruarr. Then there was a telephone call and then it was ex- 
plained to one of my secretaries, who is helping me with this work, that 
my letter that I wrote, and which was not answered, and which mis- 
carried, had gone to some other person named Wise, and finally 
wandered around to several different places, and finall got to the 
right office. 

Mr. Reuss. That was your letter of November 9 you are talking 
about ? 

Mr. Stuart. Yes, sir. 
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Mr. Reuss. When did that letter finally arrive at the subcommittee; 
do you happen to know ? 

Mr. Sruarr. No; I do not recall. Quite recently. My secretary 
ishere. Maybe she can answer it. 

Mr. Reuss. Will you feel free to confer with your secretary so you 
can get the whole story ? 

Mr. Sruarr. I can get you the whole story. I did not handle it all 
myself, By the way, I had a telephone call this morning from Wash- 
ington. 

Mr. Reuss. From whom was that? 

Mr. Sruarr. I assume somebody in Mr. Wise’s office 
I did not ask her name. 

Mr. Reuss. What did that telephone call have to say ? 

Mr. Sruarr. She was anxious to know whether we had all of the 
facts about where the meeting was to be held, and I told her that 
we had. 

Mr. Reuss. Your secretary is now trying to find that telegram ? 

Mr. Stuart. We at no time made any statement that you tried to 
exclude us from presenting witnesses or making a statement. But our 
difficulty was in finding out where the hearing was to be held, because 
we wanted time to have the witnesses get ready to testify. 

Mr. Reuss. When did you find out the hearing was to be held? 

Mr. Sruart. Now you have me back to the same question. My 
recollection is it was about the middle of last week, but I am not sure 
of that. 

May Lask why it isso important ? 

Mr. Revss. It is important because Mr. Staley, the vice president 
of your company, the Quaker Oats Co., at the start of the hearing made 
certain allegations about the subcommittee. I think at this time, since 
you were not here, I should ask the reporter to read back from the 
opening of the hearing this morning the remarks that were made. 

(Whereupon the reporter read the portions of the testimony re- 
ferred to.) 

Mr. Reuss. Mr. Stuart, we do not need to prolong this any longer, 
but I would like the telegram received from the subcommittee last 
week. 

Mr. Coox. That is what we are calling about now. 

Mr. Reuss. Yes. Do you or your secretary recall when that was 
received ? 

Mr. Coox. When was the telegram received ? 

Mrs. Sau. Late Friday afternoon, I would say about 4:30, we had 
a call from Mrs.—I didn’t catch her name—in your office. She said 
she was sending a wire and she had called because she was afraid we 
would not be there on Saturday and there would not be anyone there 
to receive it. I said I was very glad she called because I was worried 
about it since there would not be anyone there on Saturday. So she 
gave me that information and said, “We will send the confirming tele- 
gram. Shall I send it to you?” Mr. Stuart asked me to speak for 
him because he was engaged. I said, “No. It would be better to send 
it to Mr. Stuart at his home in Lake Forest, where he would be on Sat- 
urday.” And she said, “All right, we will do that.” And that was fine. 

As I understand it, it was given to Mr. Stuart over the telephone 
at Lake Forest, but on Saturday morning one of our men was down 


a young lady. 
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there and there was a special-delivery envelope from your committee 
with the typewritten, you know, copy of the blank or schedule. And 
that is the only thing we had. 

Mr. Reuss. And that telephone call on Friday and the iciegeem 
which arrived thereafter contained the time and place of hearing ? 

Mrs. Savuu. That is right. She said we could appear in the late 
morning or afternoon, and I said, “You know more about hearings 
than I do. What would your judgment be of late morning?” And 
she said, “Perhaps 11 o’clock, or maybe after lunch.” 

I said, “That’s fine. We are glad to have the information. 

Mr. Reuss. Thank you. May we have your name? 

Mrs. Sauu. Elizabeth Saul. 

Mr. Reuss. And your position is that of secretary to Mr. Stuart? 

Mrs. Saux. That is right. 

Mr. Reuss. In the Quaker Oats Co. ? 

Mrs. Savut. That is right. 

‘ Mr. Reuss. Thank you very much. I think that covers that, Mr. 
tuart. 

Now I want to go back over with you, to make sure I have gotten 
these items right, the chronology of this. As I see the record, I wrote 
you on behalf of the subcommittee on October 19, in which I said I wish 
to invite you or a representative of your organization to testify if you 
wished to do so, and I gave you the address of our committee. Thon 
on November 9 you addressed a letter to the subcommittee which, 
owing to something that happened in the Post Office Department, and 
certainly was no fault of yours or the subcommittee, did not get to the 
subcommittee until Friday, November 18. I gather from the testi- 
mony. further, that you received a copy of the press release by the sub- 
committee dated November 16, reiterating the date of November 21 and 
22 as the time when these hearings were to be held. 

Then you sent a followup telegram on November 17 asking again just 
where the hearing of November 21 and 22 was to be held. Then, on 
November 18 there was a telephone call from the subcommittee’s office 
to your office giving the exact place, and that was confirmed by a tele- 
gram and by a letter. 

Is that now an accurate summary of the correspondence that has 
taken place between us and between you ? 

Mr. Stuart. As far as I can remember it, that is right. 

Mr. Reuss. On the basis of that whole chronology, Mr. Stuart, do 
you feel that the subcommittee, Congressman Lipscomb, Congressman 
Jones, and myself, or any of the staff members, have been in any way 
unfair to your Citizens Committee or have tried to keep you in the dark 
about this or the Milwaukee hearing ? 

Mr. Stuart. No; I would not say that. My only complaint is that 
the actual notice was short from the standpoint of getting people who 
might be interested to be willing to come and testify. 

Mr. Reuss. You knew the date of the hearing for some time, how- 
ever ; did you not? 

Mr. Stuart. No; I did not know the date for very long. 

Mr. Reuss. But you had the press release of November 16. 

Mr. Stuart. That is right. 

Mr. Reuss. That was 5 or 6 days before the hearing. 

Mr. Stuart. That is not much time. 
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Mrs. Hoover. That was received on the 18th. 

Mr. Reuss. As I said, at the hearing in Milwaukee on November 7 
and 8, announcement was made of this subcommittee hearing. Un- 
fortunately you yourself were not there, although Mr. McKerrow was. 
Do you have a copy of your letter of November 9 to the subcommittee ? 

Mr. Sruarr. Yes. TheoneI read ? 

Mr. Reuss. Yes. May I see that copy? We do not have the orig- 
inal here. The original is in our office. 

In your letter to the subcommittee of November 9, I see the initials 
“J.S.” Isuppose those are your initials? 

Mr. Sruarr. Those are mine. 

Mr. Reuss. You dictated that letter ? 

Mr. Sruart. Yes, sir. 

Mr. Reuss. I noticed the first paragraph of that letter directed to 
our subcommittee says, “We have been informed you expect to hold 
a hearing in Chicago on November 21 and 22.” 

Is that correct ? 

Mr. Stuart. That is right. 

Mr. Reuss. Then you knew on November 9, at least, which is 12 
days before November 21, of the holding of the hearing here this morn- 
ing, did you not ? 

Mr. Stuart. That is correct. 

Mr. Reuss. Now, Mr. Stuart, I noticed in the Chicago Sun-Times 
of this morning, on page 4, the following in a news story, and perhaps 
I should let you see this because perhaps you have not had an oppor- 
tunity to read it yourself. It is a story about today’s subcommittee 
hearings and the relevant paragraphs are the fourth and fifth para- 
graphs, which I will read to you: 

Expected to attend the hearings with Mahin are John Stuart, regional vice 
chairman of the Citizens Committee for the Hoover Report and chairman of 
the board of the Quaker Oats Co., and Robert E. Cook, Springfield, head of the 
Hoover report division of the federation. 

Then there is a subhead, “Secrecy Try Charged.” And then in the 
paragraph it says: 

Stuart charged the subcommittee tried to keep proponents of the report “in the 
dark” about the hearings. 

I would like to ask you, Mr. Stuart, whether it is true that that 
charge was made by you and, if so, when and where you made it? 

Mr. Sruarr. The representative of the Sun-Times never saw me at 
all. 

Mr. Reuss. That is quite extraordinary. Was there any telephone 
conversation between you and the Sun-Times? 

Mr. Sruart. No, sir. I talked to nobody on the Sun-Times. 

Mr. Reuss. Then we can dispose of this very quickly. I gather 
from your previous testimony, far from charging that the subcom- 
mittee tried to keep you in the dark, that this subcommittee has quite 
meticulously and faithfully answered you inquiries and given you full 
opportunity to appear here. 

Mr. Sruartr. The only complaint we had was trying to find out 
where and when the meeting was to be held. 

Mr. Reuss. That is a complaint, however, on the delay of that letter, 
which should be addressed, rather, to Postmaster General Summer- 
field than to the subcommittee, should it not ? 
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Mr. Stuart. I do not think I would want to write him. 
Mr. Reuss. Thank you very much for your helpfulness, Mr. Stuart. 
Mr. Jones. Mr. Stuart, I have here a mimeographed statement. 

Would you mind examining this statement and see if it was authored 

by your committee, or do you have any knowledge of the authorship? 

Mr. Stuart. I do not know where that was written. 

Mr. Jones. That is all. Thank you very much. 

I have one further question. 

Mr. Stuart, you never directed any communication to me as chair- 
man asking to be heard before this subcommittee, did you? Did you 
ever direct any communication to me directly ? 

Mr. Stuart. I do not think I ever wrote directly to you. 

Mr. Jones. The only correspondence and communication you had 
was with the committee staff ? 

Mr. Stuart. As far asI am concerned, I think that is right. 

Mr. Jones. Mr. Stuart. Have you examined the record of the pre- 
vious hearings held by this subcommittee ? 

Mr. Stuart. Have I? 

Mr. Jones. Yes,sir. Or any one in your organization ? 

Mr. Stuart. I cannot answer for the organization. I have seen 
some of the evidence at the Milwaukee meeting, but I think that is 
the only evidence I have seen. 

Mr. Jones. Do you know of any meeting this subcommittee has held 
at Raleigh, N. C.; Mount Pocono, Pa.; Springfield, Mass.; Nashville, 
Tenn.; Muscle Shoals, Ala.; Memphis, Tenn.; Milwaukee, Wis.; or 
Cincinnati, Ohio, when any witness was not permitted to testify who 
made application either to a member of the committee or the staff ? 

Mr. Stuart. I beg your pardon ? 

Mr. Jones. Who made application to appear before the committee 
and directed that request either to the staff or to any member of the 
committee ? 

Mr. Srvuart. I really do not know anything about the meetings ex- 
cept that I have seen a list that they have been held. That is all. 

Mr. Jones. Fine. Thank you very much, Mr. Stuart. 

Mr. Liescoms. Mr. Chairman, could I ask a question just to clarify 
the matter in my mind ? 

Mr. Jonrs. Yes, sir. 

Mr. Lirscoms. There are sometimes personal invitations sent out by 
the staff of the committee as an invitation to appear before the 
committee. 

Mr. Jones. I have directed the staff to inform the Governor, the 
municipal authorities, the Members of Congress in the immediate 
vicinity, and recognized groups who have made application to appear 
before the committee. We have a mailing list and I would like to have 
the staff identify the mailing list and make it a part of the record. I 
understand you have been to California and made solicitations of 
certain groups to appear before the committee. ‘The Corps of Engi- 
neers has been informed, and the Soil Conservation Service, and the 
affected agencies have been contacted. However, there has been no 
disposition on the part of the chairman nor, to my knowledge, on the 
part of the staff, to print engraved invitations and try to get as much 
public notice out as we can. . 

Mr. Lirscoms. So the policy of the committee is that elected officials, 
both of the State we come to and the Members of Congress, as well as 
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the Corps of Engineers and official bodies of the United States Govern- 
ment are informed by letters from the staff ¢ 

Mr. Jonss. I do not know about a letter. 

Mr. Lipscoms. But they are contacted either in person or by letter. 
But any citizen who desires to testify before the committee will re- 
ceive his notification through the public press? 

Mr. Jonss. If we get a public press. 

Mr. Lirscoms. And press notices are sent out into every area! 

Mr. Jones. As much as possible. 

Mr. Lirscoms. As much as possible. And that is the way the com- 
mittee obtains its witnesses ? 

Mr. Jones. As far as I know, that is the only way I know of to 
get witnesses. . wa 

Mr. Lirscoms. Sometimes the staff contacts a specific organization 
to submit a list of witnesses to testify. 

Mr. Jones. Like the citizens committee. I did not know about the 
organization of the citizens committee until after I became chairman. 
After the staff was selected I notified the staff to put on the mailing 
list the citizens committee. I presume they have been getting notices 
of all the meetings like other agencies. 

Mr. Sturpevant. That it right. 

Mr. Jones. I have made certain other invitations. I recall at the 
Muscle Shoals hearing I wrote Mr. Tom Martin, president of the 
Alabama Power Co., and asked him to appear. But I do not know 
that I have written anybody in particular. I do not recall anybody 
other than Mr. Martin that I have written to or dictated a letter to for 
the specific purpose of requesting that he appear before the committee. 

Mr. Lirescoms. Mr. Chairman, as I said earlier in the hearing today, 
I still think it is a good policy for the staff to notify the Washington 
office as soon as they can possibly do so as to the time and place of 
the hearings, so that anybody who calls that office can be notified at 

their request of where the hearing is going to be. 

In this case evidently the courtroom was taken or there was some 
confusion about it. But I think we can avoid this if we can keep good 
communications with our Washington office, because that is the only 
way the public can reach us, really. They cannot get us in the field 
because we are moving too fast. 

Mr. Jones. I realize that, and I realize there are going to be in- 
conveniences for the committee. I hope we can do everything we 
possibly can to get full information to anybody and everybody who 
wants to appear before the committee. 

Mr. Srurpevant. The procedure Mr. Lipscomb described is exactly 
what the staff does. 

Mr. Lirscoms. I would like to make a public announcement right 
now. 

Mr. Jonzs. Yes, sir. 

Mr. Lirscoms. There will be a hearing in room 229 of the Federal 
Building in Los Angeles on the 7th and 8th of December. 

Mr. Jones. And I will be there. 

Mr. Reuss. If the gentleman will yield, I would like to add one more 
word, Congressman Lipscomb, to how witnesses are invited. 

At the Milwaukee hearings, for example, which I had more than 
a little to do with because that is my hometown, I and the staff en- 
deavored to get the widest possible advance publicity and personally 
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notified a number of people, experts in the field of water resources, 
of the hearings, and invited them to testify. I have no doubt you want 
to do the same thing in Los Angeles, just on the chance they did not 
read the press release, so that we get all points of view represented— 
the taxpayers, civil, business, and labor groups—who might have any 
light to shed on the problem. 

(The subcommittee’s mailing list which Chairman Jones (at 
p. 1688) instructed the staff to make part of the record is as follows :) 


Mr. Ron Ross, American Public Power Association, 1757 K Street NW., Wash- 
ington, D. C. 

Mr. Robert Lewis, National Farmers Union, 1404 New York Avenue NW., 
Washington, D. C. 

Mr. Sam Portwine, National Rural Electric Cooperative Association, 1303 
New Hampshire Avenue NW., Washington, D. C. 

Mr. Jack Jennings, Cooperative League of United States of America, 1025 Ver- 
mont Avenue NW., Washington, D. C. 

Mr. Henry Coun, Public Affairs Institute, 312 Pennsylvania Avenue SE., Wash- 
ington, D. C. 

Mr. David Ives, Wall Street Journal, 1039 National Press Building, Washington, 
D. C. 

Mr. John H. Kelso, Boston Post, 748 Brandywine Street, SE., Washington, D. C. 

Mr. William W. Gilmour, McGraw-Hill Publications, 1189 National Press Buil- 
ding, Washington, D. C. 

Mr. Charles D. Curran, 3302 Winnett Road, Chevy Chase Md. 

Mary Ann Pardue, Raleigh News and Observer, 1253 National Press Building, 
Washington, D. C. 

Mr. Robert L. McCarty, Ely, McCarty, Duncan, 1200 Tower Building, Washing- 
ton, D. C. 

Mr. Everett T. Winter, executive vice president, Mississippi Valley Association, 
1978 Railway Exchange Building, St. Louis 1, Mo. 

Mr. William J. Hull, chairman, legislative committee, Ohio Valley Improvement 
Association, Inc., 1409 Winchester Avenue, Ashland, Ky. 

Mr. and Mrs. Bob Byrnes, Hartford (Conn.) Courant, 1037 National Press Build- 
ing, Washington, D. C. 

Mr. William A. Garrett, Gannett Publications, Hartford (Conn.) Times, 1267 
National Press Building, Washington, D. C. 

Mr. John Oliphant, Oliphant Washington Service, 729 15th Street NW., Wash- 
ington, D. C. 

Mr. Dan Street, F. W. Dodge Corp., 727 Washington Loan & Trust Building, 
9th and F Streets NW., Washington, D. C. 

Editor, The Moulton Advertiser, Moulton, Ala. 

Mr. Seth Payne, McGraw-Hill Publications, 1189 National Press Building, Wash- 
ington, D. C. 

Mr. C. V. Trossevin, Association of American Railroads, room 423, Transporta- 
tion Building, Washington, D. C. 

Mr. Vincent B. Smith, McGraw-Hill Publications, 1189 National Press Building, 
Washington, D. C. 

George R. Keegan, 51 Highland Avenue, Westfield, Mass. 

Mr. Jim Daniels, Scripps-Howard Newspaper Alliance, 1013 13th Street NW., 
Washington, D. C. 

Los Angeles Chamber of Commerce, 1757 K Street NW., (attention of Miss 
Buhler), Washington, D. C. 

Larry Berlin, care of Drew Pearson, 1313 29th Street NW., Washington, D. C. 

Mr. Hod Mullen, American Paper & Pulp Association, 711 14th Street NW., 
Washington, D. C. 

Mr. Ed. Michaelson, Boston Herald and Traveler, Senate Press Gallery, Wash- 
ington, D. C. 

Mr. Pat Mathews, Association of American Railroads, 929 Transportation 
Building, 17th and H Streets NW., Washington, D. C. 

Editor, The Hartselle Inquirer, Hartselle, Ala. 

Mr. Jack Rund, 902 New York Avenue NW., Washington, D. C. 

Mr. Ray P. Brandt, St. Louis Post-Dispatch, 1028 Connecticut Avenue NW., 
Washington, D. C. 

Mr. William M. Blair, New York Times, 1701 K Street NW., Washington, D. ©. 

Marx Leva, Esq., Fowler, Leva, Hawes & Symington, 1701 K Street NW., 12th 

floor, Washington, D. C. 
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Citizens Commitee for the Hoover Report, 777 14th Street NW., Washington, 
D 


. C. 

Editor, The Huntsville Times, Huntsville, Ala. 

Editor, The Decatur Daily, Decatur, Ala. 

Editor, The Tri-Cities Daily, Florence, Ala. 

Editor, The Florence Herald, pean, ser 

\ditor, Progressive Age, Scottsboro, Ala. : 2 : 

Mr. R. Gatermuth, vice president, Wildlife Management Institute, Wire Build- 
ing, Washington, D. C. 

Editor, the Limestone Democrat, Athens, Ala. te 

Mr. Hugh Burns, vice president, Great Lakes St. Lawrence Seaway Association, 
821 Cafritz Bulding, Washington, D. C. 

Mr. Perry Taylor, Public Health Service (Stop 163), Room 4214, HEW Building 
South, Washington, D. C. 

Mr. Paul Spiers, Holyoke Transcript, Holyoke, Mass. 

Mr. Roger Desjarlais, Springfield News, Springfield, Mass. 

Mr. Andrew J. McMahon, chairman, power and atomic energy committee, Utility 
Workers Union of America, Local 1-2, CIO, 143 West 5lst Street, New York, 
eee 

Hon. Marguerite Stitt Church, United States House of Representatives, Washing- 
ton, D. C. 

Mr. Don O’Connor, Detroit Times, 448 Munsey Building, Washington, D. C. 

Mr. Ed Woods, St. Louis Post-Dispatch, 1028 Connecticut Avenue NW., Washing- 
ton, D. C. 

Mr. G. Don Sullivan, administrative assistant, National Coal Association, South- 
ern Building, 15th and H Streets NW., Washington, D. C. 

Mr. Joel B. Dirlam, associate professor of economics, University of Connecticut, 
Storrs, Conn. 

Mr. E. F. Eldridge, director and chief engineer, Pollution Control Commission, 
408 Old Capitol Building, Olympia, Wash. 

Mr. F. Gerald Irvine, chairman, water resources committee, chamber of com- 
merce, Post Office Box 329, Salt Lake City, Utah 

Mr. Robert T. Durborw, executive secretary, Irrigation Districts Association of 
California, 932 Pacific Building, 821 Market Street, San Francisco, Calif. 

Mr. W. R. Harris, vice president, Shipbuilders Council of America, Washington 
Building, Washington, D. C. 

Mr. T. N. Sandifer, 956 National Press Building, Washington, D. C. 

Mr. Bob Moyer, House Appropriations Committee, United States Capitol, Wash- 
ington, D.C. 

Mr. H. M. Prebing, Department of Economics, Sterling Hall, University of Wis- 
consin, Madison, Wis. 


(The staff honored the request of any person or organization to be 
placed on the list. The date and city for each hearing was set forth 
in a press release which was sent to all persons on the mailing list, the 
local press in the area in which the hearing was held, and to the Mem- 
bers of Congress from such area. Fifty copies were placed in the 
House Press Gallery, 10 copies in the House Periodical Press Gallery, 
30 copies in the Senate Press Gallery, and 10 copies on the Senate side 
for Radio-TV correspondents. Also, 30 copies were sent to the Na- 
tional Press Club.) 

Mr. Jones. Mr. John Staley. 

Mr. Sratey. Yes, sir. 

Mr. Jones. Are you ready to testify today, Mr. Staley? 

Mr. Sratey. I am, but I think the order of witnesses 

Mr. Coox. I gave you the list and we did request they be taken in 
the order on the list. We would appreciate it if it would be possible. 

Mr. Jones. It isa quarter to 1 now. We will take your list immedi- 
ately on resuming after the lunch period. 

The committee will stand in recess until 2 o’clock. 

(Whereupon, at 12:40 the hearing was recessed until 2 p. m. of the 
same day.) 
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AFTERNOON SESSION 







Mr. Jones. The subcommittee will come to order. 
We have 10 witnesses. Mrs. Lunde. 


STATEMENT OF LAURA LUNDE, PRIVATE CITIZEN 










Mrs. Lunpve. Thank you very much, Mr. Chairman. I have always 
been interested in government because my ancestors came here a long 
time ago and there has been a tradition in the family that somebody 
should give free service for the benefit of the country, and to carry 
out the ideals of the country. This is perhaps my background, and 
it has led me into a good many fields of activity, particularly here in 
Illinois. 

There are certain re of this report that I am particularly inter- 
ested in, and I would like to speak to those. 

The water situation of the world is becoming serious. People are 
using more and more water, and it is one of the things we cannot 
create. The supply is limited eventually, so water conservation is ; 
particularly important. I, as a homemaker and housekeeper, am very : 
much mtevened in the problem of water for families and disposal ‘ 
of wastes, and so forth. The day may come when we will develop elec- i 




































tricity from atomic energy, and perhaps some of these other things, but 
we will always need water and we will always have waste to dispose of, ; 


and there is no way to get around that. 

Those are the things that I am particularly interested in. 

One thing I should point out from the citizens’ point of view is : 
I think it is terribly confusing to have all of these different agencies . 
handling the euubiens: You go to one place and they say, “Don’t 
come to me.” Then we will go to somebody else and it is kind of a 
merry-go-around, If it would be possible at least to simplify the 
information service on water and related services in 1 central Federal i 
agency instead of 25 

Mr. Jones. Thirty-five. 

Mrs. Lunpe. I beg your pardon. I was being conservative. But 
even 25 would be bad. 

But since water is such a vital thing for anyone everywhere, it 
seems to me it would be better to put it in one such agency. Also, if 
reporting on the thing could be put in a little simpler manner so that 
citizens could understand it a little better—the average citizen—it 
would be very helpful. 

In Illinois we used to have in the teens a large number of govern- 
mental commissions. Some people say it was 300 and some say it 
was 500. Nobody knew how many there really were and they were 
never heard from except when they came in to get an appropriation 
from the legislature. Under Governor Louden, under considerable 
agitation, those commissions were put into a series of codepartments, 
so that now we have a fairly well organized administrative setup in 
Illinois, although it still needs improvement. But it made a tre- 
mendous improvement in the work done in improving the admin- 
istrative work, and it also made it much easier for the citizens. 

If you could do something like that on similar lines in the Federal 
agencies with regard to the water situation, even if we had to have a 
Cabinet officer, which I do not think we need to, it would be very 
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much better, and I think help in the whole conservation program. 
But I very much approve of the recommendation that water resources 
development generally be undertaken by drainage areas. 

I have in mind several groups I am with who have been working 
with the Ohio Valley Interstate Commission. It is amazing w hat 
that group of representatives of interested citizens has been ‘able to 
do, because they sat around the table and talked the thing over. The 
Illinois citizens went in feeling very badly because they g got all of the 
sewage, etc., from Ohio, and Pennsylvania, and even New Y ork, and 
all down the line. The result of their putting the facts down so that 
the people from the different States understood them has made pos- 

sible a tremendous improvement which is continuous. 

Pittsburgh found out what they were going to do with their indus- 
trial wastes. They are working out problems | for solving that because 
they had their top men on this commission. I think that is probably 
much the best way, to have the people concerned sit down together 
and let them all give their gripes, and then work out the plan. 

I think the Federal Government could be tremendously helpful 
and one of the recommendations is that the Federal Government pro- 
vide advisory assistance to local and State agencies. If the Federal 
Government could reduce so many engineers in this Department, and 
so many here and so many there, then you could get enough money 
for their salaries so that you could get topnotch men. The cry is 
always that we cannot hire enough people because there are not big 
enough salaries. But if you had fewer experts and they were topnotch 
engineers who can advise the States, who cannot pay as much money 
for their engineers, then it would be tremendously helpful in this work. 

I happen to be doing a little advisory work on the Illinois water 
situation for a State board, and it is extremely interesting as to what 
could be done if you had a consultative service in Washington. You 

can take care of your interstate problems with these interstate com- 

missions, I think. They are solving a good many things like that, and 
I would certainly like to see all of the data that the Federal Govern- 
ment can collect in one agency, so that any citizens or local States 
can avail themselves of it. 

Mr. Jones. Mrs. Lunde, do you feel at the present time there is a 
failure by the Federal Government to disclose information to State 
agencies of a hydrologic nature, or surveys? 

“Mrs. Lunpe. It is not only the State agencies, but the citizens. We 
have to educate the citizens in the long run, at least the interested 
citizens. It is very difficult to get facts and figures. 

Mr. Jones. I appreciate the point you raise, but what I have in 
mind is, do you think there is any reluctance on the part of the Fed- 
eral agencies to disclose to the States or the political subdivisions of 
the States information that they have regarding water problems? 

Mrs. Lunpr. I do not know of any reluctance, but I do know of 
one case where we were worried about an Illinois River situation, 
where a Federal representative told us he could not do anything and 
we would have to bring pressure to bear on our Congressman to do 
anything. or else he would not be able to do anything about it; whereas 
if we had a little more local power in Illinois we could have handled 
the situation ourselves. It was a question of flood control. 

The water situation here is very serious. In the southern part of 
the State the water table is going down fast, and even in the northern 
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art of the State. It would be very important, I think, and if you 
coos fewer engineers you could have better experts hired for the same 
money, as I was pointing out. 

Mr. Jones. Mrs. Lunde, is the State doing anything about that 
water table? 

Mrs. Lunpe. It is trying to. 

Mr. Jones. What are they doing ? 

Mrs. Lunpe. They are trying to—unfortunately the legislature has 
not been quite willing to give the State the power it should have. It 
has left too much out of the State’s authority and it is a divided respon- 
sibility. So as far as they can they are starting an educational pro- 
gram to stop waste in the upper part of the State, where water is being 
wasted, so it will be able to go down. 

You have a shale layer that goes down underneath from Wisconsin 
and tlie water goes down through there, and they are taking so much 
in certain places that we develop water shortage here. 

Mr. Jones. Off the the record. 

( Discussion off the record.) 

Mr. Jones. On the record. 

Mrs. Lunpr. Sometimes, you know, if you have a topnotch engi- 
neer and a small group of topnotch engineers in Washington you could 
see that this would be helpful to Wisconsin and Illinois together, and 
it would be very, very good. Where you have 90 or 100 engineers, 
that does not mean anything. This is fixing the responsibility. 

If the various Government reports, such as accounting, and so on, 
could be a little simplified, it would help the situation. I struggle with 
governmental reports on several subjects, and it would be immensely 
helpful if it could be simplified. 

For instance, the reports of the Ohio Valley group and the inter- 
state compact. ‘Their reports anyone can understand, but you do not 
get the same thing with these others. 

Mr. Jones. We suffer from the same troubles. 

Mrs. Lunpe. I quite expect you do, and I think if you could make 
that recommendation it would be simplified. If it could be put in lan- 
guage that the people understand it would be very helpful. 

Those are the things I wanted to bring out. I think it is very valu- 
able, but particularly if you can get the Washington group as an advi- 
sory group. It is better to tell people what they should do than to 
come in from the top and say, “Thou shalt.” You know that irritates 
people, naturally. So if you can have that set up instead of having the 
Federal Government set up these projects, I think it would be very 
helpful. 

For instance, I doubt if the Federal Government could have done 
as much on the Ohio Valley setup as the Ohio Valley has done itself 
in this period of time, and it has done it without any conflict and with 
understanding by the people. 

Thank you very much. 

Mr. Jones. Thank you very much. You are an excellent witness. 

Mrs. Lunde, we have these associates here who would like to ask 
you some questions. 

Mr. Reuss. I will not detain you, but you are one of the kind of 
people who make America great. It is just wonderful that you were 
willing to come here today as a private citizen and give us the benefit 








F you 
same 


that 


> has 


pon- 
pro- 
eing 


msin 
auch 


ngi- 
nuld 
and 


ers, 


on, 
vith 
sely 


ter- 
not 


ake 
an- 


lu- 
lvi- 
to 
ites 
the 


ary 
one 


elf 
ith 


isk 


re 
fit 





3 





robb 2, 


At AIO Se. oe ain 


AL RPL DTI MN A nee ll 


Bh: x 


Ce 5 PS GRR NM Ba 


ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 1695 


of your conscientious thinking on what I think we all recognize is 
one of the greatest problems we are going to have to face—the question 
of our water supply. I want to congratulate you and the Hoover report 
division of the Taxpayers Feder: ation of Illinois for helping us this 

afternoon. 

I want to say this on your analysis of these various 35 Federal 
agencies which are concerned with water in one way or another: 
Whereas the Committee on the Organization of the Executive Branch 
of the Government, which I think cost about $450,000 to make its re- 
port, also saw the difficulties involved in 35 separate agencies, still it 
did not come up with any proposed recommendation on that. There- 
fore I think it is especially helpful of you this afternoon to come forth 
with a constructive and precise recommendation which, as I gather 
it, is that while it is not possible or desirable to amalgamate all of the 
35 agencies, there should be one central place to which the average 
citizen can write to get information in regard to water resources. I 

rant to tell you I think that is a most constructive and valuable sug- 
gestion and [am going to try to do something about it. 

Mrs. Lunpe. Thank you. I donot consider it any great sacrifice on 

part to come here. I enjoy trying to make things better in the 
United States, It is the most interesting thing there is before any 
citizen, and the people who are not doing it are missing a wonderful 
time. 

I do think, though, in the whole situation we should not have any 
overlapping of Jur isdictions, either on the Federal or State setups. It 
is in the overlapping, where two people claim the responsibility, where 
nothing is done. Where you fix the responsibility and say, “You are 
the person responsible,” then it gets done. But when each one can say 
to the other, “I thought you would do it,” and, in other words, pass the 
buck, is w here you slip. 

We so much need to simplify the situation in this very complicated 
government which has grown up so fast, so that the lines of responsi- 
bility can be clearly seen, and then we will know how to correct things. 

As I say, if three women are setting a table and somebody forgets 
the salt, then one blames it on the other two. That is what we get in 
housekeeping in individual homes. 

Mr. Reuss. I am sure you run your own home along the lines of 
having the responsibility fixed. I'am very grateful to you for being 
here. 

Mrs. Lunpe. Iam the only one responsible. 

Mr. Lirscomp. Mr. Reuss well stated our feelings toward the wit- 
ness. Thank you. 

Mrs. Lunope. I think it is terrifically important that we do this— 
particularly since the financial stability and the appreciation of the 
Government in this country is one of the most important things for 
national defense. When people do not understand the Government, a 
lot of people throw rocks, as you prob: ably know, who would not throw 
rocks if they understood. It is very important that the people in this 
country, all of them, should admire and respect our Government, 
because after all, as vou said this morning, the people are the Govern- 
ment, and when that message comes to the average citizen you are 
going to have the kind of government our ancestors dreamed of. 
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Mr. Jones. You are a most refreshing witness. I wish you could 
stay with us longer. 


Mrs, Lunpe. I am awfully sorry, but I do have an important engage- 
ment. 

Mr. Jones. You are an important person. 

Mrs. Lunpe. No; I am justa citizen. 

Mr. Jones. Yes; but you are important. 

As I said earlier, I am going to try to attend to the witnesses from 
out of town. 

Mr. R. G. Harens, of North Dakota. Mr. Harens, before you start 
I would like to say that the committee will endeavor to hear as many 
witnesses as possible. If there is any witness who is scheduled today 
who cannot be with us on tomorrow we would like for you to identify 
yourself now so that we can take care of those witnesses. 

Mr. Coox. We do have one man who cannot be here tomorrow, Mr. 
George Mahin. 

Mr. Jones. We will be glad to hear him. 

Mr. Coox. Thank you, sir. 

Mr. Buckiey. Mr. Chairman, my name is M. C. Buckley of the 
Affiliated Truck Owners Associations. I have to go to Springfield 
tomorrow, but if it is necessary I will stay here. 

Mr. Jones. If you have to go to Springfield tomorrow we will take 
care of you before the day is over. 

Mr. Nyocren. Iam Helge Nygren, of North Dakota. 

Mr. Jones. I have your name and we are going to have you appear 
this afternoon so that you can get back home. 

Mr. Jones. Mr. Harens, you are from what point in North Dakota? 

Mr. Harens. Bismarck, N. Dak. 


STATEMENT OF R. G. HARENS, EXECUTIVE MANAGER, NORTH 
DAKOTA ASSOCIATION OF RURAL ELECTRIC AND RURAL TELE- 
PHONE COOPERATIVES 


Mr. Harens. Mr. Chairman, I would like to file the statement I 
have here and make some oral comments on it. 

I come from Bismarck, N. Dak., and you will probably require a 
little explanation of why I prefer to do it this way. I prepared this 
statement thinking I would have to come down here alone, inasmuch 
as the chairman of our association thought he might not be able to 
make the trip. But fortunately he is with me here today and I would 
rather have him tell the story, and because of the fact that some of 
this might be repetitious I am going to pass over and let Mr. Nygren 
take it. 

Mr. Lirscoms. Does that mean the statement will be read into the 
record ? 

Mr. Harens. I would like to file the statement and make oral com- 
ments on it. 

Mr. Reuss. Without objection, Mr. Lipscomb. 

Mr. Lipscoms. But what is the other gentleman going to testify on? 

Mr. Harens. He would cover some of the same things I have in 
here, but I have covered a few other things he does not, and those are 
the ones I would like to bring out at this time. 

Mr. Lirscoms. Can we wait, Mr. Chairman, until after he has com- 
pleted his testimony before we put it in the record ¢ 
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Mr. Reuss. Surely. Will you then proceed in your own way, Mr. 
Harens? 

Mr. Harens. Thank you. 

I have as a sort of preface to my statement a few figures in here 
which show our makeup and the comparative number of people for 
which we are speaking. 

As you know, North Dakota is a low-population State, with far 
less than 1 million population total. Our rural electric associations 
in the State include approximately 63,000 members. By members we 
mean the people who have the actual membership in the cooperative. 
If we are considering their families, which is of course a part of our 
population, we are assuming that we are speaking for about half of 
our total population in North Dakota, and we figure this is a sizable 
proportion of the population in a State such as ours. 

Another thing I would like to emphasize, and I have tried to point 
out in this statement, is the fact that our rural electric cooperatives 
have been following the progress of the Hoover Commission and the 
task force related thereto for quite some time. I have attached to 
my statement here some resolutions and statements which our direc- 
tors and delegates at various annual meetings have adopted, and 
which we think shows quite well the thinking of our people, inasmuch 
as our delegates at our meetings represent approximately 1,000 of our 
members each, which gets it down quite close to home. 

If you would want to refer to exhibit No. 2, which is the third page 
from the back, you will find that this resolution was adapted at our 
annual meeting last July, which came about after we had reports 
on what was being recommended by the Task Force on Water Re- 
sources and Power. If you wanted to take the time now, I could read 
that. 

Mr. Reuss. I think if it is set out in full in your exhibit it is not 
necessary. 

Mr. Harens. It gives the date of the meeting and what the final 
resolution was. 

Mr. Reuss. Do you wish it read at this time? The witness is refer- 
ring to his exhibit No. 2, which is attached to his statement, which 
exhibit is a resolution of his association. He would like to know 
whether we wanted it read by him at this time. It seems to me. since 
he will offer this it is not necessary to read it at this time unless you 
want it read. 

Mr. Liescomn. Was the resolution adopted unanimously ? 

Mr. Harens. Yes; it was. I make that statement in my prepared 
statement. 

Mr. Liescoms. Was that where the 70 delegates were ? 

Mr. Harens. Yes; that is right. 

Mr. Liescome. It is all right with me to introduce it. 

Mr. Harens. I will pass it now, but in going on a little further, we 
also had some action taken on the matter at a regional meeting. That, 
of course, is in the form of two resolutions set forth here as exhibit 4, 

which will be for reference later on. ‘Those are the statements I would 
like to make now as a preface to the comments that Mr. Nygren will 
present later on. 

With that I would like to call on Mr. Nygren at this time, if there 
would be no questions anyone would want to ask of me. 
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Mr. Reuss. We will call Mr. Nygren, since he is also from out of 
the State. 

Why do you not remain up here, Mr. Harens? 

Mr. Harens. Thank you. 

Mr. Reuss. And at the conclusion of Mr. Nygren’s testimony we can 
see if there is anything that needs to be added to it. 

Mr. Harens. That would be fine. I would prefer it that way. 

Mr. Reuss. You have a prepared statement, Mr. Nygren. Do you 
wish to summarize it, or read from the statement ? 


STATEMENT OF HELGE E. NYGREN, FLASHER, N. DAK., PRESIDENT, 
NORTH DAKOTA ASSOCIATION OF RURAL ELECTRIC COOPERA- 
TIVES 


Mr. Nroren. No. I would prefer to talk off the cuff, and probably 
go through it, but not to read it. 

Mr. Reuss. All right, sir. Will you proceed ? 

Mr. Liescoms. Mr. Chairman, I think we ought to have a policy or 
find out just how we are going to handle this. Personally, when we 
have a prepared statement submitted which is going to go into the 
record, I like to have a chance to go over it and ask questions on it, if 
it is necessary. If we would just determine what the policy will be 
in the future on these, I would appreciate it. 

Mr. Revss. Mr. Nygren, do you have any objection to reading from 
your prepared statement ? 

Mr. Nyocren. Not necessarily. No. I thought it would take more 
time and I would like to enlarge on the proposals made, whereas other- 
wise I feel it would not be necessary. 

Mr. Reuss. Will you go through your presentation and talk from 
your prepared statement to the extent you wish, and then, if there is 
anything either in the prepared statement or in your oral elaboration 
on it which Congressman Lipscomb or any other member of the com- 
mittee wishes to ask you about, they will have that opportunity. Is 
that agreeable, Mr. Lipscomb ? 

Mr. Lirescoms. All right. 

Mr. Nycren. The first part I think has been presented by Mr. 
Harens quite well. It tells of the number of cooperatives, which are 
21 distributing cooperatives in North Dakota, and 63,000, or approxi- 
mately that, members. I think 63,027, to be exact, is the last count we 
had on the farm families being served by the Association of Rural 
Electrics. 

First of all, I should have started out by saying that I am a farmer 
and a director of the Mor-Gran-Sou Electric Cooperative, Inc., of 
Flasher, N. Dak., and president of the North Dakota Association of 
Rural Electric Cooperatives. 

First I would like to tell a little bit about the experience I had ap- 
pearing before the Hoover Task Force on Water Resources and Power 
in Denver, Colo., in May 1954. First of all, we waited there for a day 
and a half, and it was only a 2-day hearing, before any of the rural 
electric people had a chance to testify. 

The second day at noon we were asked by the task force chairman 
to get someone to speak for our group, because he thought it was the 
feeling of the Commission it would be quite a repetition, so for that 
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reason if we had one man talk for the entire group, that would serve 
the purpose. However, we objected to that and we felt we had a re- 
sponsibility there. We had heard no objection from the task force in 
listening to the utility people for a day and a half. So we were finally 
allotted a few moments’ time to each one of us. 

At the time I appeared to testify there were several particular de- 
tails I wanted to present, but I was cut off and told they had heard 
about that before and they did not care to listen to it again, but I 
would like to go into the comments on the Commission report, and I 
also have a statement and a copy of the statement that I presented in 
Denver at that time attached hereto, if there should be any questions 
on that. I would like to start my comments. 

Mr. Jones. Mr. Nygen, did you present that to the Hoover Com- 
mission ? 

Mr. Nyoren. Yes, sir. 

Mr. Jones. That is the statement you have appended here? 

Mr. Nyoren. Yes, sir. 

Mr. Jones. The document or testimony that you presented to the 
Hoover Commission will be referred to and not made part of the rec- 
ord, since it is already a public document and there will be no need of 
republishing it in this document. So it will be made a part of the rec- 
ord with reference to the Hoover Commission task force testimony. 

Mr. Nyoren. Yes, sir. I merely brought it along here in case there 
were any questions. 

Mr. Jones. I would put it in the record if it had not already been 
made a part of a public document. Therefore, there will be no need 
of going to the expense of printing it all over again, because we can 
refer to it as a public document and therefore it will be available to 
the committee. 

Mr. Nyaen. I understand. Thank you, sir. 

Then on page 3 of this prepared statement, referring to recommend- 
ation No. 9 on page 111 under (a) of the report, they say: 


Eliminate the inequities now imposed upon a great majority of the people. 


In regard to this, it appears to me that the inequity talked about 
here must be the inequity that is being dealt out to the people by the 
private profit utilities. This, for two reasons: 

(1) A rural electric cooperative, because it is a cooperative, can- 
not overcharge its members. Any overcharge which is made will be 
paid back in the form of patronage savings to the members. For 
this reason there can be no injustice or inequity to the buyer who is 
buying the product for cost. 

(2) In reference to the great majority—this great majority must 
be served by the private profit utilities rather than by the cooperatives, 
because of the small percentage that the cooperatives serve. 

In regard to the inequities imposed on the 

Mr. Jones. How many people live in the State of North Dakota? 

Mr. Nycren. Approximately, I think, 650,000. 

Mr. Jones. And how many families of the 650,000 are served by 
electric cooperatives ? 

Mr. Nycren. 63,027. 

Mr. Jones. Families? 

Mr. Nyeren. Families. Yes. 
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Mr. Jongs. What is the average-size family in North Dakota ? 
Mr. Nycren. Approximately five. 

Mr. Jonss. You mean you have more families than you have people 
now? Do you mean the average-size family in North Dakota is five 
people toa family ? 

Mr. Nyeren. Yes. I wouldthinkso. Yes. 

Mr. Jones. So you have a real stake in the development of the 
electric cooperative ¢ 

Mr. Nyoren. That is right, sir. 

Now, in regard to these inequities, I would like to discuss that a 
little. 

Mr. Jones. Where do you get your power ? 

Mr. Nyeren. From Fort Peck. 

Mr. Jones. How much will you get from Garrison ? 

Mr. Nyaren. I imagine I would probably get the greater share 
of it, or at the time that is developed we should get all of it from 
Garrison, because of the fact that we are right next to it. In the 
southwest part of the State. 

Mr. Jones. What is the name of the dam being constructed at 
Pierre? 

Mr. Nyeren. Oahe. 

Mr. Jones. How much power will it generate ? 

Mr. Nyeren. About 425,000, I believe, is the total. 

Mr. Jones. Allright. You may proceed. 

Mr. Nyoren. The thing in regard to inequities is, are they in the 
Hoover Commission report referring to the cooperatives which are 
dealing out inequities, or where would it come in at? I have been 
trying to visualize this as possibly that the rates were lower, and 
for that reason the people who were served by the utilities were pay- 
ing a higher rate and that they should be asked to increase these 
rates to equalize them. Therefore it would be hard for me to under- 
stand how you could justify this, or give equality to people by raising 
one group merely to come up even with the other. 

The only big reason I can see in this would be to eliminate the yard- 
stick that has been set up by the Federal power developments. So 
I don’t see that that to me or the people represented adds up in any 
way. 

Under (6): 

Amortize and pay interest on the Federal investment in power, plus an amount 
which will equal Federal tax exemption based upon the Federal taxes paid by 
the private utilities. 

Insofar as to pay for the amortization and the interest on the Fed- 
eral investments in power, I think the public-power developments 
have been doing that all along. In the part that says, “plus an amount 
which will equal Federal tax exemptions based upon the Federal 
taxes paid by the private utilities,” 1t is also hard for me to under- 
stand, knowing, of course, that a utility merely collects them. At 
least, to my knowledge they don’t exempt anyone with income. If 
they have an income they have to pay tax on it. 

If these savings are passed back to the people and they are in a 
category where they have to pay an income tax, naturally they have 
to pay their proportionate share of income tax, like anyone else. 
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Under (c¢) it says: 

Provide payments in lieu of full taxes to the State and local government equiv- 
alent to those private utilities would pay. 

Again I would say taxes are paid by people, and not utilities. They 
are only collecting them there. For that reason it does not add up 
to me. 

As they state in 10: 

That the Government or its agencies cease the building of steam plants and 
provide for the equation of their power loads by interconnection with the grids 
of neighboring systems. 

I do not think arithmetic is working too good in that respect, because 
at least as far as I know if you connect too little with too little you 
still come out with too little. Furthermore, you have to have some- 
thing to connect it with. I am sure if it had not been for the Federal 
development and the Bureau of Reclamation with the transmission 
lines, to get power from Fort Peck, and the fact that we were able 
to get power at a reasonable cost, the farmers of North Dakota would 
not have any electricity today, because it would have been impossible 
to prove feasibility and do anything. But due to the fact that the 
people and their Government were permitted to work together, they 
did work out something that has certainly benefited both a great deal. 

Under the circumstances, to ask the Federal Government to forbid 
themselves to work together with the people to work out their com- 
mon problems, is some kind of thinking that is very hard for me to 
understand. I don’t know why such thinking as that is going on, 
or for what purpose or what reason can be back of it. 

I believe in a country like ours the only way you can work out some 
of those problems is for people and the Government to work it out 
together. I think that is the kind of Government we have and the 
kind of Government we continue to want to have. 

I know how there could have been just as impossible as impossible 
can be 

Mr. Jones. How many people on the farms in North Dakota had 
electricity before the REA ? 

Mr. Nyeren. Very few, back about 10 years ago. Then there were 
some cooperatives that had started there in a very small scale. But 
at that time there were about 8 percent of the rural people that had 
any power. 

Mr. Jones. What percentage do you have at the present time? 

Mr. Nyeren. I would say about 96 or 98. That is largely or wholly 
due to the fact that we have been able to work those things out through 
the low-cost loans from the Federal Government and through the de- 
velopment of the river system, because certainly we asked utilities, 
many of the farmers that lived directly beneath their lines, to be 
hooked up, where it would have only taken a yard pole and a trans- 
former. Before the days of REA the minimum I heard of that they 
were asking was a minimum of $1,000 and up from that. And then 
they didn’t get it. It was only after the REA was gotten up that they 
started having any interest in it. And then it was only to spite, where 
they could cut off an area and pick up a good load and let the rest sit. 

I mean, the fact that the two utility groups are on different levels is 
apparent. One is there for whatever he can get out of it—the profit 
motive. The other is there to help you and your neighbor as a service 
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motive. For that reason they are in altogether different fields of the 
electrical industry. 

So far as we are concerned up there, as we have stated here, we 
certainly hope that these recommendations of the Hoover Commission 
should not be adopted, because it would definitely hurt us tremendous- 
ly, if not just completely put us out of business. We couldn’t stand at 
the present time the high interest rates. We have to work out a system 
whereby we can get additional power from time to time, as we need it. 

I believe that is all. 

Mr. Jones. Mr. Reuss. 

Mr. Reuss. No questions. 

Mr. Jones. Mr. Lipscomb. 

Mr. Lirscoms. Mr. Nygren what do you mean by high interest rates, 
and how does that fit in with any recommendation by the Hoover 
Commission ? 

Mr. Nyeren. Well, didn’t they say that they recommend we go out 
on the money markets to get our money ? 

Mr. Lirscomps. I do not believe so. Do you pay interest now ? 

Mr. NyGren. Well, yes, we do. We pay 2 percent to REA. 

Mr. Lipescoms. I was reading resolution No. 2 in Mr. Haren’s state- 
ment and it says that the Hoover Commission recommended that the 
REA be abolished. There is no recommendation in the Hoover Com- 
mission report like that, is there? 

Mr. Nycren. I would not say probably in so many words, but it 
would ultimately mean that. To us it does. 

Mr. Lirescoms. But there is no recommendation such as that in the 
Hoover Commission recommendations? 

Mr. Nycren. Whether you do it going around the bush one way or 
another, you ultimately come out to the same end. 

Mr. Jones. It is contained in the recommendation on Government 
financing, not in this report, as I recall it. 

Mr. Lirscomp. In the lending agency report? 

Mr. Jones. Yes, in the lending agency report. 

Mr. Liescoms. But not in the Water Resources and Power Report. 

Mr. Jones. No. 

Mr. Lrescoms. And only today the committee heard, by the way, 
they did not recommend the abolishment of the preference clause. 

Mr. Jones. They did not what? 

Mr. Liescoms. They did not recommend the abolishment of the 
preference clause either in the Hoover Commission report. 

Mr. Nycren. There are several instances in here where it says about 
the same thing, I believe. For instance, where they refer to buying 
a fair share of the power. They are already getting a large share, to 
me, at least. If a large share is not a fair share then the rural electrics 
are getting about less than 6 percent of the federally generated power. 
If the others are getting the remainder of it and if that is not a fair 
share, then what share should the rural electrics get if 6 percent is 
too much? 

Mr. Liescoms. The Hoover Commission says, in my opinion, that 
they should get a fair share, period. What that fair share is I am not 
able to say. 

Do you have private utilities in North Dakota ? 

Mr. Nyoren. Yes. 
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of the Mr. Lrpscoms. Servicing it ? 

ord Mr. Nyocren. Yes. . 

cata Mr. Lirscoms. Do you feel that they should not pay excise taxes or 

sae Federal income taxes in order to give a lower rate to their customers ? 

Ae os Mr. Nyoren. I would say they should be treated the same as any- 

ystem one else. If they do not like to pay income tax or any tax, I believe 

sed it then they could lower the rate so that they would not have any income, 

7 and get away from it the same as the cooperatives are doing. I do not 

believe there is any law in the State of North Dakota that I know of 
that would prohibit them from reorganizing and becoming a coopera- 
tive if they want to get that same kind of deal dealt out to them. 

waite Mr. Lirscoms. If everybody worked on a nonprofit basis and there 

duet were no income tax paid, where would REA get the money to give the 
loans to develop these things ? 

as Ont Mr. Nyoren. The same place they are getting it now. 

, Mr. Lirpscoms. Where ? 

Mr. Nyoren. From the people; from taxation. 

Mr. Lirscoms. That is what I mean. If nobody pays taxes, where 
iia! would they get it ? coe 
oye _ Mr. Nyoaren. Merely to have somebody sitting in between collecting 
Cie: it does not increase the income of the Nation. 

Mr. Liescoms. Maybe I did not make myself clear. If people did 
ut it not pay any income tax there would be no money in the Federal Treas- 

ury so that people like REA could make loans. 
th . Mr. Nyeren. That is right. 
sai aac } Mr. Lirscome. So in order to give a lower rate, do you recommend 
) that we take off the excise and Federal taxes from the private utilities? 
7 Mr. Nyoren. No. As long as they are getting this income and as 
: long as they are charging so that they have an income there, then 
ment certainly a tax should be applied to that. But if they did not charge 
that so that it was left back with the people to whom it rightly belongs, 
then the people would pay the income, would they not? 
Mr. Lipscoms. Assuming you feel that the electric rate includes the 
port. { tax and that that tax money goes to the Federal Government, does 
, not that tax from those people who pay those higher rates go to the 
wey; | benefit of all the people? Does it not help to build things down on 
» = the Mississippi River and in Milwaukee? 
Mr. Nyoren. Surely, but merely because you have a utility or any- 
f the one else who collects money from people, and by collecting this gets 
{ an income, and then they have to pay a portion of that—I have no 
\bout quarrel in that respect; but what I am saying is, if they do not like 
lying : to pay taxes and want to keep on getting by without paying it, there 
re, to is no law that prohibits them from doing the same thing others are 
‘trics 4 doing. They can become a cooperative any time they want to reor- 
wer. ganize. But a lot of people will be happy to go along with them in 
fair . doing it. 
nt 1s ] Mr. Lrescoms. If everyone worked on that theory there would be 
no money in the Federal Government for doing these projects and the 
that | other things the Federal Government has to do. 
nnot | Mr. Nyoren. Yes, there would be. Why not? The fact that you 





have this money coming in as a tax 
Mr. Lrescoms. I am pointing out to you the Federal tax has to come 
from someplace. Those people paying a higher electric rate are pay- 
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ing those taxes. They are paying taxes into the utility and the utility 
pays it to the Federal Government. 

Mr. Nyeren. We pay the same tax. 

Mr. Liescoms. You do not pay income tax. 

Mr. Nyoaren. Merely because we have no income. Are you saying 
that the Government should impose an income tax on people who do 
not have an income? 

Mr. Liescoms. Not at all. I am trying to clarify in my mind what 
you are thinking of as a private utility passing on the rate to the cus- 
tomer. You say that is taxes, and I say we have to have taxes in the 
Federal Government in order to have enough money to make loans 
to people like REA. Those people using those private utilities are 
helping our Government. I asked you a question then, do you think 
private utilities should not pay excise taxes or Federal income taxes? 

Mr. Nyoren. I say they should as long as they have the income. 

Mr. Lirscoms. So those people will necessarily pay it. 

Mr. Nyeren. Whenever a cooperative has that kind of income they 
should pay it too, but as long as they do not have an income I do not 
see why they should be asked to pay for something they do not have. 

Mr. Lirscoms. If your rates were on the same basis you would have 
an income. Is that what you are saying? If your rates were on the 
same basis as private utilities ? 

Mr. Nyeren. I suppose if you made an excessive charge. That is 
how they get their income. I imagine it would work the same way. 

Mr. Liescomn. Because the Government through the Federal Power 
Commission requires them to set their rates to cover all of the charges, 
does it not? That includes income tax and Federal taxes. 

Mr. Nyoren. Yes. 

Mr. Liescoms. Aren’t they regulated ? 

Mr. Nyoren. At least to some certain degree. 

Mr. Jones. Are there any further questions 4 ? 

Mr. Lirscoms. No. That is all. 

Mr. Jones. I want to ask you a few questions. 

Mr. Nyeren. Yes, sir. 

Mr. Jones. How does the utility, that is, the so-called private utility, 
come into being in the State or North Dakota? Do they have a 
franchise from the State ? 

Mr. Nyeren. I do not believe from the State. They have from the 
State government. Yes,sir. And the towns they are operating in. 

Mr. Jones. How do they get that franchise? “You mean they get it 
from the State ? 

Mr. Nyeren. They get it from the people they serve, or a body of 
people they serve. 

Mr. Jones. How did they get it ? 

Mr. Nycren. Well, it was about the only way the people had. 

Mr. Jones. Do they have the right to exercise eminent domain ? 

Mr. Nyoren. I guess that is a matter of opinion. 

Mr. Jones. Can they go out here and take property for the purpose 
of constructing a transmission line? 

Mr. Nyeren. Can they, you say ? 

Mr. Jonrs. Yes. Do they get that authority under the law, when 
they get a franchise? Where do they get the power to operate? Do 
they get it from the people in your State, like they do in every other 
State of the Union ? 
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utility Mr. Nyoren. From the Public Service Commission. 

Mr. Jones. I know, but the Public Service Commission is exercising 
a right of the people; is it not ? 

Mr. Nyocren. Well—— 

saying Mr. Jones. The so-called private utilities operate as a monopoly 
vho do = because the State gives them that right; is that not a fact? 

Mr. Nyaren. Yes, sir. 

| what Mr. Jones. And, of course, they are engaged in a public business. 
16 Cus- = They get all of the rights and authority which they exercise to do 
in the = what the people themselves can do. And because the people decide 
loans 5 they want a cooperative, they are doing no more than what they gave 
es are ® the utilities the right todo. So there is not anything strange about the 
think = fact that the people want a cooperative; is there? 
axes? Mr. Nyoaren. No, sir. And if they would have taken care of that 
ne. § field to the extent that they would have given the people service, I 
} don’t suppose there would be a cooperative built if it would have been 
» they = taken care of to the satisfaction of the people. I believe all coopera- 
lo not 5 tives were born of necessity. 
have. Mr. Jones. The theme of this report from recommendations 9 
have = through 15, is based on the premise that you have today a Government 
n the | operation in the image of a private utility. The private utilities ob- 
tain their rights and their legal authority, and their whole character, 
iat is = from the fact that the people themselves gave them that opportunity ; 
ay. and the people have the right to give, so they also have the right to take 
‘ower 5» away that authority; do they not? 
rges, Mr. Nyeren. Yes, sir. 

Mr. Jones. So there is not anything particularly strange about 
people doing for themselves what they give a private corporation the 
right to do? 

Mr. Nyeren. No; but apparently they don’t like it when we start 
doing it ourselves. 

Mr. Jones. Do you think the recommendations 9 through 15 are 
sound recommendations? 

Mr. Nyoaren. No, sir. 
lity, Mr. Jones. Do you think that they would bring about economies in 
ve a the Government ? 
j Mr. Nyoren. No, sir. 
the j Mr. Jones. Do you think that it would improve the efficiency of the 
7 4 operation of the Government ? 
ot it Mr. Nyaren. No, sir. 
; Mr. Jones. Do you think the strength, economic growth and pro- 
> of : gress, and the well-being of the American people, would be enhanced 
: by the Federal Government’s adoption of the recommendations, or 
that it would be enriched by the adoption of those recommendations? 

Mr. Nyoren. No, sir. 

) , Mr. Jones. Do you feel that the adoption of these recommendations 
| 9 through 15 that you have testified upon would inure to the public 
obi benefit. if adopted ? 

P Mr. Nyoren. No, sir. 

Mr. Lirscoms. Mr. Chairman, I would like to hear the witness ex- 

is pand a little bit more on some of those points, where he says these rec- 


Do ommendations are not efficient recommendations. 
Mr. Jones. Mr. Lipscomb, as soon as I have concluded with him you 


her can interrogate him on all of these points. 
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Mr. Lirscomn. Well, he is making flat statements in answer to your 
questions, Mr. Chairman. 

Mr. Jones. Yes, sir. I will say to the members of the committee 
that any member of this committee has the right to make a full interro- 
gation, and any interrogation that he sees fit to make or feels the record 
requires. 

You have talked about the liability of the North Dakota electric co- 
operative. Are you paying back the debt to the Federal Government ? 

Mr. Nycren. Yes, sir. So far we are, and we hope to be able to 
continue. 


Mr. Jones. And you are paying interest on the money you borrowed. 
Mr. Nyocren. Yes, sir. 


Mr. Jones. Did you obtain a tax amortization for expansion of the 
transmission lines? 

Mr. Nyoren,. No, sir. 

Mr. Jones. You did not? Are you sure now you did not get a tax 
amortization ? 

Mr. Nycren. Yes, sir; I did not. 

Mr. Jones. Are you opposed to the duplication of transmission 
ines ? 

Mr. Nycren. Yes. I would be if there were such a thing as that. 
I don’t think that is necessary. However, there might be cases where 
there would be a transmission line running parallel with another where 
it was not either adequate or where service over that line was refused. 
Because of that fact it would be necessary possibly to build another 
transmission line. I do not know how else you can get around it. I 
certainly understand this. I believe any time you start duplicating 
facilities there is no Santa Claus in that deal either. The public pays 
forthat. Iam not for anything like that at all. 

Mr, Jones. In recommendation No. 11, subsection (b), they say: 

That no further building of transmission lines be undertaken where such 
transmission service can be provided by non-Federal agencies. 

Do you not think it is strange that they did not take into account 
the cost of transmission to the Federal Government? ‘That is an ele- 
ment which is left out of the proposition in its entirety. 

Mr. Nycren. Not only that, but I believe in all cases in North Dakota 
where that question has been asked, we have always been told that there 
are transmission facilities. 

Mr. Jones. Don’t you believe that that unqualified statement would 
mean that the Federal Government would have to transmit at what- 
ever cost the private utilities or non-Federal agencies which transmit 
that power would charge? 

Mr. Nycren. That is right, sir, and I believe it should be tied in 
with their hydroelectric developments, or whatever other developments 
of power generation the Federal Government has to their delivery 
points to their customers, so that they can control that back that far. 

Mr. Jones. That was a common understanding in all of the prefer- 
ence-clause laws. 

Mr. Nyoren. That is right. 

Mr. Jones. That the Federal Government would not be circum- 
scribed in the distribution of this power. 

Mr. Nyoren. Otherwise, just to talk a language I fully understand, 
I made a remark in here that if I have several hundred tons of hay in 
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my barn that does not necessarily mean my cattle are going to get 
access to it unless I give it to them; and they will get just as hungry if 
I have several hundred tons of hay as if I had no hay at all if 1 did not 
ive them access to it. The same thing is true in the power field. We 
1ave to have access to the power and get some way to get it to our 
eople. Whether it is generated or not does not matter 1f we do not 
am that. 

Mr. Jones. It does not make any difference how much the Federal 
Government will invest in the project if the fruits are not distributed 
to the people. Then there would be no need to make those tremendous 
investments in the projects if it were not to be distributed. 

Mr. Nyoren. That is right. 

Mr. Jones. Mr. Lipscomb. 

Mr. Lirscoms. As I asked before, maybe you can expand on some 
of the questions the chairman asked about the analysis you gave as to 
whether this report would bring about efficiency and economy in Gov- 
ernment if these recommendations were put into effect. You answered 
no. That is what I am trying to find the answer to on this sub- 
committee. 

Just why would not some of these recommendations bring about 
some efficiency and economy in Government ? 

Mr. Nycren. Would you mind telling me which ones you re- 
ferred to? 

Mr. Jones. I inquired of 9 through 15. I based my questions on that 
and I think I qualified it for 9 through 15, and not on some other pro- 
visions of the recommendations. 

Mr. Lirescoms. We were just talking about 11 (0), for instance, 
which says: 

That no further building of transmission lines be undertaken where such 
transmission service can be provided by non-Federal agencies. 

The testimony before the chairman and you entered into the dis- 
cussion was that you felt the building of transmission lines should not 
be duplicated. 

Mr. Nyoren. Not if there are adequate facilities. No. That is 
right. And if they are available for use. But if they are there and 
adequate and still a utility won’t allow you to use them, what good 
are they? We have to have some way of getting that power to our 
people. 

Mr. Liescoms. But if they were there and could be used with good 
economic costs, then it would be economical to the Government not to 
build any transmission lines to duplicate them. 

Mr. Jones. Nobody is contending otherwise. 

Mr. Nyoren. That isright. And if we got the facilities there and if 
they have proven that it 1s as economical as it can be done any other 
way, certainly nobody has any quarrel with that. 

Mr. Liescoms. On this recommendation No. 14— 

That representatives from the States concerned, as well as Federal representa- 
tives, should be appointed to these boards— 

that is, working out the policy for a locality, do you feel your State 
should have representation on a board which is ready to set up a spe- 
cific project in your area ? 

Mr. Nyeren. I think our feeling is we have Representatives in the 
Federal Government and Senators, and I don’t know just what this 
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additional deal would do for us. May I ask what they could possibly 
carry out, or what functions it would do, and in what way would it 
better things? 

Mr. Lirscoms. When they are coming into your district—and I 
am just speaking from supposition—when they are coming in to set 
up a power program in your area, the people of your State would 
sit down with a representative of the Federal Government on this 
board and see what is the most economical and satisfactory way to 
work out this problem for the State of North Dakota. 

Mr. Nycren. I think committees like your committee here and other 
Federal committees, and so on, can do that job quite well. 

Mr. Jones. Will the gentleman yield? 

Mr. Lipscoms. Certainly. 

Mr. Jones. You have a project at Fort Peck and you have Gar- 
rison and the dam at Pierre in South Dakota. Those projects were 
constructed by the Corps of Engineers. 

Mr. Nyaren. Yes, sir. 

Mr. Jones. In every instance they held a public hearing, that is, 
the Corps of Engineers did, in regard to those projects, did they not ? 

Mr. NyGren. Yes, sir. 

Mr. Jones. The representatives from the State of North Dakota, 
including your two Senators, advocated the construction of those proj- 
ects. These people had the full benefit of every form of discussion: 

Mr. Nyeren. That is right. 

Mr. Jonrs. With the people of North Dakota and South Dakota 
on the Missouri River, as to whether or not they wanted that project. 

Mr. Nyeren. That is right, sir. 

Mr. Jones. As a matter of fact, the senior Member of the House of 
Repeesennataven opposed the increased height of Garrison Dam, did he 
not ! 

Mr. Nyoaren. Yes, sir. 

Mr. Jones. And he did it vigorously and had a full opportunity to 
be heard. One of the most lovable men in the Congress of the United 
States. But there was not any time when the people did not have an 
opportunity to give full and complete expression to their opinions for 
or against the project. 

Mr. Nyoren. That is right. 

Mr. Jones. Do you have further fears that the Federal Govern- 
ment is going to trespass on the sovereignty of the local people with- 
out being given an opportunity to them to be heard ? 

Mr. Nyeren. No, sir. I think it is better that it is kept this way, 
where we elect our representatives rather than to appoint them. 

Mr. Jones. During the lunch hour we were talking about the vari- 
ous witnesses who had appeared before this committee. I told Mr 
Reuss during the lunch period that probably the most astounding in- 
formation this committee had obtained so far was in our committee 
hearing at Memphis, at which General Hardin, president of the Mis- 
sissippi River Commission, testified to the fact that had not Fort Peck 
and Garrison been constructed, the city of New Orleans up to Baton 
Rouge would not have had a source of fresh water. It would not have 
had fresh water had those dams not been constructed. At Baton 
Rouge alone there is 1 plant which uses 150 million gallons of water 
a day. That is the Ethyl plant at Baton Rouge. Think of the tre- 
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mendous benefit that they have had in the cities of New Orleans and 
Baton Rouge and all of those points on the Mississippi River because 
of the fact that they constructed dams below the Canadian border. 

This shows how water is interrelated to the economy of every sec- 
tion of the country. To me that shows the most direct indication that 
I have ever seen of that interrelationship. There is a great deal of salt 
water which comes into the estuary at New Orleans, but because of 
the specific gravity of the fresh water being less than the salt water, 
the fresh water floats on top of the salt water. As long as there is 
a sufficient amount of fresh water to keep a certain depth of fresh 
water it floats above the salt water without the two becoming inter- 
mixed. If there should be an insufficient amount of fresh water it 
would become mixed with the salt water and thus become brackish 
and unfit for consumption either by human beings or by industry. 

This water was kept fresh down in New Orleans because of the dams 
constructed up below the Canadian border. 

Now how could the Congress of the United States under its consti- 
tutional responsibility of protecting the water resources of this coun- 
try, had we known that fact, and which is of indifference to the people 
who live within that sparsely inhabited section of North Dakota, have 
taken into account the almost 1 million people living down in New 
Orleans? Those are the things you have to remember when you talk 
about local representation, and they are the things that make it rather 
complex and rather difficult to comprehend. It is hard to see that it 
would be within the knowledge of an Indian or a farmer who had to 
leave the flooded areas of the Garrison Dam and put their tent or 
home some other place. Still it would affect the lives of 1 million 
people at New Orleans, and Baton Rouge, and those towns down there. 

So if you are going to have representation on this board, do you 
not think it is wise to have local people on it from New Orleans who 
would be interested in the Garrison Dam up in northern North Da- 
kota? That is how local the problem gets to be. 

Mr. Nyeren. Sir, I believe we have a good form of government the 
way we have it, and I believe it should be left tothem. They are our 
representatives and I believe we had an adequate opportunity in the 
developments up there to have our say init. I certainly would not be 
for this business of appointing somebody over here that you could not 
get at at all on these tains I think it should be left with our Con- 
gress. I think those are the fellows we live next to and they live next 
to us and can do the best job. I don’t see turning it over to somebody 
else when we have a number of agencies that can find out the facts 
and inform them. 

I think it is a little bit too big a job for local people. I believe that 
the overall picture has to be considered on these developments, and 
not these small ways of looking at it, that is probably for my benefit 
and yours and no one else’s. I think the overall picture has to be con- 
sidered from all angles. Therefore the only one big enough to develop 
our Missouri Basin for all of the good that could come from it is the 
Federal Government. It isthe only one big enough to do it. 

I think that has been recognized by many people, and for that reason 
I do not think it would be right to let the utilities in there to harvest 
the power which has been developed there. Certainly if it were not 
for their benefit as far as money is concerned, then what other reason 
have they got in it, and what other interes? That is the only reason 
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why they can want in there, ever—for whatever profit they can get out 
of it. 

I do not know how it could benefit anybody up there. It certainly 
could not benefit the people up there. For that reason the whole over- 
all picture, the transmission lines and power development, can be 
worked out best between the Government and the people. 

Mr. Livscoms. Do you believe there should be no private utilities? 

Mr. Nyeren. I did not say that. Where they are getting along with 
the — and serving them, I have no quarrel with that. 

Mr. Liescoms. What makes the difference between private utilities 
in California and in North Dakota? In other words, in North Da- 
kota you would just as soon have no private utilities? 

Mr. Nycren. I did not say that. I said why do they want to get in 
there between the Federal Government’s hydro plants and the people 
who get the power, if it is not for the profit motive. 

Mr. Lipscoms. But it is the same reason you have a farm. 

Mr. Nyaren. What is that ? 

Mr. Liescoms. The same reason why you have a farm. It is so you 
can advance and progress and make some money for your family, or 
stockholders, if you have a corporation. It is the initiative systems 
in this country which made us great. 

Mr. Nycren. Don’t the farmers have an equal right to have that? 
Shouldn’t they have a fair share of that? Isn’t it also for their pro- 
tection? They need it worse than the utilities. 

Mr. Liescoms. That is exactly why I am talking about a local basis. 
People in the locality know best what is best for the locality. You 
cannot centralize it in Washington and know what is best for the State 
of California and North Dakota. You have to have North Dakotans 
talking for North Dakota. 

Mr. Nyaren. I hope our Congressmen and Representatives do that. 

Mr. Jones. They do. 

Mr. Lirescoms. They do, but sometimes it gets a little bit too far 
before the Congressman gets a hold of it to do the job he has to do. 

Mr. Jones. ‘Thank you very much, gentlemen. It was nice to have 
had you. 

Mr. Nyoren, Thank you. 

I would like to say this, sir: Due to the fact that your committee 
has been so kind as to grant us this opportunity to speak to you, and 
the fact that you are out here in the field on this, it certainly proved 
that you are interested in this problem, and again I want to thank you 
for this opportunity. 

Mr. Liescoms. Could I ask you one further question ? 

Mr. Nyoren. Yes. 

Mr. Liescoms. How were you notified of the committee meeting in 
Chicago? 

Mr. Nycren. Through a telephone from Mr. Harens. I think he 
had a telephone call from our national office, the NRECA in Wash- 
ington. 

Mr. Lirescoms. In Washington? 

Mr. Nyoren. Yes, sir. It is my opinion that is what they are down 
there for—to keep us informed. 

Mr. Jones. Thank you. 

Without objection, both statements will be made a part of the record 
at this point. 








an get out 


certainly 
hole over- 
t, can be 


utilities? 
long with 


> utilities 
orth Da- 


to get in 
1e people 


is SO you 
umily, or 
systems 


ve that? 
leir pro- 


al basis, 
y. You 
he State 
akotans 


do that. 
too far 


to do. 
to have 


nmittee 
ou, and 
proved 
nk you 


ting in 
ink he 
Wash- 


: down 


record 








ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 171[1 





(The statements referred to are as follows :) 





STATEMENT OF HELGE BD. NYGREN, FLASHER, N. DAK., PRESIDENT, NORTH DAKOTA 
ASSOCIATION OF RURAL ELECTRIC COOPERATIVES 


Mr. Chairman and gentlemen of the subcommittee, my name is Helge BE. Nygren. 
My address is Flasher, N. Dak., and I am, first of all, a farmer, and I am appear- 
ing as a director of the Mor-Gran-Sou Electric Cooperative, Inc., of Flasher, and 
as the president of the North Dakota Association of Rural Electric Cooperatives, 
which has its headquarters in Bismarck, N. Dak. 

Our 21 distribution cooperatives, including the Mor-Gran-Sou Electric Co- 
operative, serve approximately 63,000 members in North Dakota. 

First, I would like to tell about the appearance of the rural electric repre- 
sentatives before the Hoover Task Force on Water Resources and Power at 
Denver, Colo. in May 1954. I was a member of that group as the representative 
of North Dakota. 

The outstanding fact to me was that none of the rural electric representatives 
were permitted any time to testify until after the hearing was a day and a half 
old. The first day and a half was used up by the private profit utilities in telling 
their story. At the close of the testimony by the profit utilities, the representa- 
tives of the rural electric co-ops were asked to choose one spokesman to talk for 
the entire group. 

The task-force chairman said that it was the opinion of the task force that the 
story which the rural electrics would have to tell would be the same and that 
there was no reason to listen to a lot of repetition. However, I noted during the 
first day and a half that there was no objection to repetition on the part of the 
profit utilities by the task force. 

This in itself spelled out to me that it was a feeling of the majority of the 
members of the task force that they were there for a definite purpose, and that 
was to absorb as much information from the monopoly utilities as possible, and 
as little as possible from the rest of the people, remembering, of course, the un- 
forgettable days in the early thirties when the North Dakota farmer was patiently 
walking barefoot waiting for prosperity to come around the corner. 

This request of the task-force chairman, of course, did not meet with the 
approval of the representatives of the rural-electric group. We had not come to 
Denver to see the scenery. We felt we were there as representatives of the people 
back home and told the task force that we wanted to be given our right to be 
heard. By making this demand we were able to secure only a part of the time 
which was supposed to have been allotted to us. 

However, several times during the few minutes I was allotted to speak to the 
task force, I was interrupted by the chairman and told that the task force did 
not want to hear that kind of testimony. These interruptions came when I was 
talking about some of the failings of the private profit utilities. It was definitely 
pointed out to us in this way that the task force was not interested in putting 
anything detrimental to the private profit utilities into the record of the pro- 
ceedings. 

In case there is any question about the testimony which I gave at the Denver 
hearing, a copy of the statement filed at that time with the Task Force on 
Water Resources and Power is attached to the statement I am making here 
today. 

At this time I would like to make a few comments in regard to the Hoover 
Commission report, volume 1. I would like to begin with recommendation No. 9 
on page 111, under (a): 

“Eliminate the inequities now imposed upon a great majority of the people.” 

In this regard it appears to me that the inequity talked about here must be an 
inequity which is being dealt out to the people by the private profit utilities. This, 
for two reasons: (1) A rural electric cooperative, because it is a cooperative, 
cannot overcharge its members. Any overcharge which is made will be paid back 
in the form of patronage savings to the members. For this reason there can be 
no injustice or inequity to the buyer who is buying the product for cost. (2) In 
reference to “the great majority”—this great majority must be served by the 
private profit utilities. As it has been pointed out before, the rural electrics are 
serving only a small proportion of the total population of our country. The 
greatest majority are being served by the profit utilities. For that simple reason 
it must mean those people served by profit utilities are the ones who are getting 
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inequities imposed upon them, and the inequity imposed on them must be exces- 
sive charges which are made for profit and propaganda purposes. If they were 
getting their power at cost like the people in the cooperatives do, there could be 
no injustice. 

“(b) Amortize and pay interest on the Federal investment in power, plus an 
amount which will equal Federal tax exemption based up the Federal taxes paid 
by the private utilities.” 

What the Commission was referring to when it says, ‘““Amortize and pay interest 
on the Federal investment in power” is a little hard for me to understand. 

That is what cooperatives and public power developments have been doing 
since the start. And the part that says, “plus an amount which will equal Federal 
tax exemptions based upon the Federal taxes paid by the private utilities” is 
harder to understand. In the first place, private utilities pay no taxes; they 
merely collect them. Apparently, they are suggesting an excess charge similar to 
that used by the private utilities for propaganda purposes, ete. 

This, to me and the people I represent, would be an unjustifiable charge and 
would have no purpose other than to remove the yardstick on power costs. For 
that reason, such a charge should not be allowed even in a monopoly industry. 

“(c) Provide payments in lieu of full taxes to the State and local government 
equivalent to those private utilities would pay.” 

As stated in answer to (0b) above, private utilities pay no taxes and for that 
reason the recommendation in (c) is completely silly. 

“10. That the Government of its agencies cease the building of steam plants and 
provide for the equation of their powerloads by interconnection with the grids 
of neighboring systems.” 

Apparently the arithmetic of the Commission is not too good, because the 
fact still remains that when you connect too little with too little you still come 
out with too little. In many instances we do not have the necessary transmission 
lines to interconnect with neighboring grids. Also, there would be no power to 
provide for additional requirements. 

For these reasons we must have additional steam plants or nuclear plants (or 
whatever source of power is most economical) for additional power. We must 
also have additional high-voltage transmission lines. 

These must be provided through the help of the Federal Government, since 
history has definitely proven over and over again that the profit utilities have 
no interest in this respect. And, furthermore, it has been pointed out again 
and again in the entire Hoover Commission report that their stand on this matter 
has not been altered in the least. 

The fact that the Hoover Commission makes a statement which seems to indi- 
pate their ignorance of the fact that more power will be needed in the future 
does not alter the fact that we are going to have to find more power as the years 
go by. When the Federal Government can logically build both transmission lines 
and steam plants, we think that it is in the interests of the Nation as a whole 
that they should do so. A power shortage will benefit no one except those that 
profit by price increases due to scarcity. 

No. 11 (a): “That the private utilities be permitted to purchase a fair share 
of Federal power.” 

To the best of my knowledge the cooperatives get less than 6 percent of all 
Federal power and the recommendation that the private profit utilities be per- 
mitted to buy a fair share further points out to me why the Commission was 
organized. The job it was designed to do was to give the private power monopoly 
100 percent of the power and 100-percent monopoly control of the power industry. 

The effort to make doubly sure that this recommendation and that the Hoover 
Commission’s purposes be carried out is clearly spelled out in subsection ()b). 
I quote: 

“That no further building of transmission lines be undertaken where such 
transmission service can be provided by non-Federal agencies.” 

I assume that this service could be rendered in most cases by the power 
monopoly. However, I believe that the answer is again quite simple and straight- 
forward: History has time and again given us the answer. The private profit 
monopolies could have given the service, but they have refused to do so. 

Let me give an example from my own business—farming. Suppose I have 
several hundred tons of hay stored in my barn. If I refuse to give my cattle 
access to this hay, they will go just as hungry as if I had no hay at all. 

Thus it is with power. If you cannot give the people access to it through 
transmission lines, it is just as though you have no power at all. Private profit 
utilities have refused over and over again to build transmission lines to bene- 
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fit any but themselves. Therefore, the Federal Government must in some cases 
build such lines. 

I would like to make one short comment in regard to chapter 19, Federal 
Competition with Private Enterprise. 

In this chapter the Commission has pointed out that in the field of electric 
power, the Federal Government has given the power monopoly a little competi- 
tion. Evidently they don’t like it. 

This statement also points out to me, at least, that this is possibly the one 
field that the Government has entered into extensively enough to actually ex- 
pose a monopoly for what it is. 

Monopolies do not like competition—even from their own Government. Per- 
haps this serves to point out to us that there are also other fields in which 
monopoly can do with a little competition. 

I will keep my specific comments on the Hoover Commission brief. The en- 
tire Commission report can be picked apart in detail and this has been done by 
others. I think that a half dozen examples serve to make the point as well 
as a score or more. 

The thing that I would like to point out most strongly to this committee, if 
I may, is the overall picture of the purposes and beliefs of the Hoover Com- 
mission. This picture is not one of fairness and sober consideration of the 
issues at hand. It is rather a picture of one-sidedness and bias. I would again 
like to repeat that it is my belief that the Hoover Commission's purpose was 
and is to put the power industry 100 percent in the control of the private profit 
utilities. 

As I explained at the beginning of this statement, this belief was first enforced 
by the treatment which the Rural Electrics received at the hands of the task 
force at the Denver hearing. The publication of the biased, unfair, and some- 
times silly recommendations of the Hoover Commission have further proved, to 
me at least, that the whole thing was “loaded” against the people. This could 
be summed up by saying that the sole purpose of the Hoover Commission was 
to recommend that the entire power industry be controlled by monopoly, of 
monopoly and for monopoly, that monopoly would no longer have to live in the 
fear that they be driven from the face of the earth. 

I would like to express my thanks to the members of the Hoover Commission 
who dissented from the majority opinion, and especially to Congressman Holi- 
field of California for his detailed and factual dissent. 

I would also like to thank this subcommittee for the privilege of appearing 
before it and presenting the views of the Rural Electric people of North Dakota 
on the Hoover Commission recommendations. The fact that you are holding 
these hearings in itself has demonstrated to me that you are interested in 
finding the true facts in the matter. 


STATEMENT OF R. G. HARENS, EXECUTIVE MANAGER, NoktTH DAKOTA ASSOCIATION 
OF RURAL ELECTRIC AND RURAL TELEPHONE COOPERATIVES 


Mr. Chairman and gentlemen of the subcommittee, my name is R. G. Harens. 
I serve in the capacity of executive manager for both the Rural Electric & Rural 
Telephone statewide association for the State of North Dakota. 

Our electric statewide consists of 21 distribution cooperatives and 3 power 
cooperatives. Inasmuch as the three power cooperatives are superimposed over 
the distribution cooperatives, we can just consider that I am speaking for approx- 
imately 63,000 rural families served by the distribution cooperatives. Likewise, 
those rural people who are members of the 12 rural telephone cooperatives in the 
State are primarily the same ones being served by the electric cooperatives and 
included in the number above. 

If we assumed that each rural electric co-op member has a family of 5, we 
could be speaking for 325,000 men, women, and children in our State, and my 
reason for making the comparison is that that number represents approximately 
one-half of our State’s population. We feel that such a group can really be con- 
sidered the grassroots of North Dakota and to show that we aren’t just assum- 
ing the thinking of grassroots, I would like to present (as attachments to this 
statement) exhibits 1 and 2 as evidence. 

The action, as stated in exhibit 1, was taken by our board of directors (one 
from each member cooperative) on April 1, 1955. The resolution (exhibit 2 
was unanimously adopted by the delegates at our annular meeting last July 15. 















































































1714 ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 


The delegates at our annular meeting represented 1,000 members each. Those 
facts combined with the one which shows the above action is recorded in our 
minute book and not something that was done just for this hearing should prove 
to the public that our people are aware of the skulduggery involved in the hear- 
ings held by the Hoover Task Force on water Resources and Power. 

To amplify the latter point, I should like to present exhibit No. 3. Because 
of its brevity and for convenience, I should like to quote the statement at this 
time: 

“Representatives of the North Dakota Association of Rural Electric Coopera: 
tives participated in a hearing of the Hoover task force in Denver, Colo. 

“We respectfully wish to call to the attention of the Congress—that we ques- 
tion the veracity and reliability of some of the testimony offered by certain pri- 
vate utility witnesses at this hearing. Cross examination of these witnesses was 
inadequate to bring out all the true facts.” 

This statement was adopted by a unanimous vote of approximately 70 dele- 
gates at our annual meeting as early as July 16, 1954. 

My exhibit No. 4 (attached) has been added to show that there has been action 
taken on the matter on a regional basis. The resolutions stated thereon were 
unanimously adopted by the delegates at our region VI meeting held in Bismarck, 
N. Dak., on September 30, 1955. 

The action shown by the first four exhibits might lead one to believe that we 
condemn the Hoover Commission’s report in total. Lest this impression be left, 
even though I’m not too sure that many of these same members of ours might 
not be opposed to much of the remaining report, we can confine our arguments to 
the parts pertaining to water-resources development and more specifically the 
power which can be obtained therefrom. 

I imagine our arguments would quite closely parallel those of other groups 
interested in an abundance of low-cost power. Therefore we shall not burden 
you with a great volume of information and illustrations to prove our reasons 
for opposing congressional approval of the Commission’s report, but rather 
register our stand on the matter. 

For instance, as suggested in recommendation No. 9, we ask, “Why should 
the Government want to fix Federal power rates to eliminate the inequities now 
imposed upon the great majority of the people?” “Should the cost of public 
power be raised to remove the ‘gage’ which tends to show how much the costs of 
private power are out of line?” We can’t believe that. “Why should the Gov- 
ernment impose taxes upon the public power sales ‘equal to those paid by the 
private utilities’? “Who pays the taxes in the first place for which the private 
utilities claim credit?’ We know that the consumer does. The private utility 
is merely a collecting agency and, in spite of the so-called high taxes, they are 
allowed by policy to make a rather high profit on their operations. To our way 
of thinking, the consumer is just as well off if he has tax relief through lower 
rates. We think that those of the power consuming public, who think they are 
being treated unfairly because of so-called “tax inequalities,” should look at 
the real cause of the “inequality.” If they did some checking, they would find 
they were actually paying the taxes in total, paying higher rates and paying 
for the cock-and-bull story besides. 

Even overlooking that recommendation with its narrow point of view, we 
feel that the Commission overlooked the big broad gains that have accrued 
to the areas where Federal power has been available. We could cite figures to 
show where the increase in income tax from the increased business brought 
about solely and simply because the areas had an abundant supply of low-cost 
power would more than offset the amount not collected in taxes such as the 
private utilities claim they would have paid. We could show where barren 
wasteland has been made to bloom or has become a beehive of industrial activity 
simply and solely because that area had an abundance of low-cost power. We 
ask, Can the Hoover Commission earnestly recommend that such economic ben- 
efits be curtailed or stopped? At least we are quite certain that the Congress 
will not permit it. 

The next recommendation (No. 10) calls for halt in the use of Federal funds 
for the building of steam generating plants and for the compulsory interconnec- 
tion of public power systems with private power systems. We can’t quarrel 
with the second part of that recommendation, because we have done just that in 
North Dakota and both interests are gaining by it. To our way of thinking, 
the imposition of the first part of the recommendation would negate the second 
part even in an area where friendly attitude existed between the two interests. 
Our rural electric cooperatives have generating capacity and so long as we know 
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that loans can be had for more, the private utilities are not likely to run away 
with the show as has been done in so many cases, and this, we think, is a very 
healthy condition. 

The Commission’s 11th recommendation looks to us to be an underhanded 
suggestion that the “equality” or “preference” clause in the Federal power 
marketing policy be circumvented. The Commission says: “(a@) That the pri- 
vate utilities be permitted to purchase a fair share of Federal power.” Accord- 
ing to the latest figures which I have had access to, they show that right now 
the private utilities and private industries take all but 31.9 percent of federally 
generated power. What in heaven’s name do they call a fair share? All of it? 

In 11 (b) we find “That no further building of transmission lines be undertaken 
where such transmission service can be provided by non-Federal agencies.” On 
this same score, it is interesting to note that the Interior Department, since 1953, 
saw fit to eliminate the provision whereby the private utilities had to carry 
power from Federal power sources to the cooperatives and municipalities where 
extra capacity was built into lines that were to carry Federal power to the 
utilities’ own load centers. The reversal of the policy was instigated by several 
officials from two western power companies and carried through the Department 
of Interior by the Under Secretary. It seems strange that the officials of the 
Interior Department and the members of the Hoover Task Force on Water 
Resources and Power should be so bent on closing the gate on any power flowing 
from the Federal power sources to the load centers of the cooperatives and 
municipalities. The first provision, we know, was conceived, born, and fruited 
in the offices of the private power companies. We are greatly suspicious that 
the task force recommendations were also. 

Recommendations 12 and 13 leave us slightly confused. Previous recom- 
mendations would hog-tie the Federal power program to a point where it would 
cease to exist. Then the Commission came along with Nos. 12 and 13 which 
recommend that all of the big river basin developments be turned into corpora- 
tions under Government control. What would there be to control? Oh, yes, 
we can see the intent. The task force is quite anxious that the river basin 
power developments be turned over to private interests or that the agencies 
go to the private money market for financing, but, Mr. Chairman and members 
of the committee, we maintain that the consuming public from coast to coast 
would suffer. A map of wholesale power rates throughout these United States 
shows very plainly what happens to power rates when the yardstick of public 
power is nonexistent in any area. With that yardstick completely gone, what 
would keep these rates in line? 

Recommendation No. 14 says: “That representatives from the State con- 
cerned, as well as Federal representatives, should be appointed to these boards.” 
That step would certainly be in order if such corporations were formed. 

In No. 15 we find a very plain, outspoken request for a congressional approval 
of the well publicized partnership plan of power development. We in North 
Dakota have lived by that principle since the beginning of the rural electrifica- 
tion development in the State. We can’t oppose the idea because our systems 
are interconnected from border to border. We don’t know whether our kilo- 
watts are coming from Federal power, cooperative generating plants, or private 
power companies. We are interested in having an abundance of power at as 
low a cost as possible and we don’t want our right to borrow money to build 
our Own generation if we need it to be taken away from us. And we don’t feel 
that private capital will be willing to develop our power potentials in the multi- 
purpose dams to the maximum and, therefore, are opposed to turning over all 
power sites to private utilities. Further, we feel that the natural resources 
of our great country belong to the public and should be developed for the bene- 
fit of that public. not for the profit of just a favored few. 

I received a lot of personal satisfaction out of reading volume 2 of the Report 
on Water Resources and Power. I want to compliment Messrs. Brownell and 
Flemming for mildly protesting to some of the recommendations and not buying 
the private power companies’ proposal hook, line, and sinker. Mr. Farley also 
let it be known that he couldn’t subscribe to such a one-sided and obvious pro- 
posal to breach the natural resources development program which was established 
by the Congress at the beginning of this century and which has been in good 
repute for a half century. We must commend Mr. Farley for that. But to me, 
the dissent and statement of Congressman Holifield represents a new high in 
forcefulness and integrity. He didn’t take the proposal as it was handed to 
him and simply nod his approval—he took each apart—held it up alongside 
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of the facts in the case and then decided which was best for the public. 
Needless to say, he couldn’t and didn’t approve of much of the report. 

In conclusion, we would like to make it quite clear why we, in rural electrifica- 
tion in North Dakota, are so concerned over low-cost power. Our State is an 
agricultural State with a low density of population. In fact, some of our coopera- 
tives have the extremely low density of one member per mile. These are the 
very same areas that the private power companies thumbed their noses at inthe 
days before REA came along and helped the farm people provide their own cen- 
tral power station. Many of the cooperatives were proven feasible only with the 
assurance of low-cost Federal power. We would like to feel that our rural electric 
cooperatives are in safe keeping for the future. Rural electrification has meant 
so much in the struggle to improve the standard of living for our members. 

Mr. Chairman, we thank you sincerely for this opportunity to present our side 
of the story to at least a few of our worthy Congressmen, and we respectfully ask 
our Congress to consider the testimony being presented at this time and, under 
those conditions, our cause should be safe. 


ExnHrsitT 1 


NortH DAKOTA ASSOCIATION OF RURAL ELECTRIC COOPERATIVES STATEWIDE 
Directors’ MEETING, GRAND Paciric HoTEet, BISMARCK, APRIL 1, 1955 


(P. 6, par. 3) 


The Hoover Commission report had been discussed on several occasions during 
the day, and to bring the matter to a close, Mr. Anderson moved that the group 
assembled condemn the Hoover Commission lending agency report as it was 
presented to Congress. The motion was duly seconded and the same carried with 
a unanimous vote. 


ExHIsIT 2 
No. 9—A RESOLUTION 


Whereas the reports of the Hoover task force and Commission have now been 
filed and made public, and it appears that many, if not all, of the recommenda- 
tions made in these reorts concerning electric power are directly intended to cur- 
tail and abolish all phases of public power development, and REA, which intent 
is clearly apparent in all the following recommendations made by the Hoover 
Commission to wit: 

That the Rural Electrification Administration be abolished ; 

That in the interim the Rural Electrification Administration and Rural Tele- 
phone Association’s interest rates be unduly raised ; 

That the preference clause be abolished ; 

That the Federal Power Commission increase power rates ; 

That revolving funds be abolished ; 

That the Government or its agencies build no more steam plants or other 
needed facilities ; 

That private utilities be offered the opportunity to provide the electrical in- 
stallations at Government multiple-purpose dams, said private utilities then to 
derive all benefits of power produced at such dams; 

That in their entire report we can find no word to indicate that any part of the 
rural electrification program has succeeded or been worth while ; 

These recommendations, among many others not named here, would effectively 
annihilate all REA cooperatives, public utility districts, municipal power develop- 
ments, and the whole public power program of this Nation, and would result in 
the private utilities becoming a complete monopoly in this country: Now, there- 
fore, be it 

Resolved by the North Dakota Association of Rural Electric Cooperatives in 
Annual Meeting assembled in Bismarck, N. Dak., this 15th day of July 1955, That 
we vigorously condemn and oppose the Hoover Commission report and recom- 
mendations relative to electric power, and we urge Congress to veto and defeat 
these recommendations. 

DXHIBIT 3 


Whereas the delegates to the 22d meeting of the North Dakota Association of 
Rural Electric Cooperatives, held in Bismarck, N. Dak., this 15th and 16th of 
July 1954, have considered many problems confronting us, some of them serious— 
others not so serious—and after considerable discussion and with due considera- 
tion, we have unanimously adopted the following resolutions and statements: 
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STATEMENT NO. 2 





“Representatives of the North Dakota Association of Rural Electric Coopera- 
tives participated in a hearing of the Hoover task force in Denver, Colo. : 

“We respectfully wish to call to the attention of Congress—that we question 
the veracity and reliability of some of the testimony offered by certain private 
utility witnesses at this hearing. Cross-examination of these witnesses was in- 
adequate to bring out all the true facts.” 


EXHIBIT 4 
RESOLUTIONS, REGION VI MEETING, BISMARCK, SEPTEMBER 30, 1955 


RESOLUTION NO. 10 























Whereas the Hoover Commission Report on Water Resources and Power rec- 
ommends the destruction of the Federal power program which has been a pro- 
sram for public development and public benefit from public resources, and from 
which program over 300 of our rural electric systems get their wholesale power: 
Now, therefore, be it 

Resolved, That we urge the Congress to reject the Hoover Report on Water 
Resources and Power in its entirety and that all bills designed to achieve the 
Hoover recommendations in whole and/or in part be rejected; and be it further 

Resolved, That we reiterate our support of the existing Federal power program 
and that we urge its rapid expansion until all our waterpower resources are 
harnessed to serve the people ; and be it further 

Resolved, That we urge the continuation of clear, unadulterated preference 
rights in Federal power for cooperatives and other nonprofit electric systems as 
vital to competition and a yardstick in an otherwise monopolistic industry. 































RESOLUTION NO. 11 


Whereas the Hoover Commission has recommended the abolition of REA and 
the establishment of a corporation which would be forced to increase interest 
rates to from 4.8 percent and 6.2 percent and slash REA services to members; 
and 

Whereas the adoption of the Hoover recommendations or the passage of the 
McCarthy-Church bills would be utterly destructive of the rural electric and 
telephone programs: Now, therefore, be it 
Resolved, That we urge that REA be continued as presently constituted with 
adequate administration and loan funds, and that all bills designed to alter the 
| REA Act in line with the Hoover Commission recommendations be defeated. 


Mr. Jones. Our next witness is Mr. Philip P. Ardery of Louisville, 
Ky., representing the Kentucky Rural Electric Cooperatives. 


STATEMENT OF PHILIP P. ARDERY, REPRESENTING THE 
KENTUCKY RURAL ELECTRIC COOPERATIVES 


Mr. Arvery. Mr. Chairman, I have a short statement here which I 
would like to read into the record and then I might like to add a few 
words to the brief comments and would hope to be able to answer any 
questions you gentlemen have. 

I am Philip P. Ardery, attorney for the Kentucky Rural Electric 

5} Cooperative Association, which is the State association of rural elec- 
} tric cooperatives in Kentucky. 

Iam deeply grateful for this opportunity to express the thoughts, as 
I fairly can, of the more than 218,000 members of rural electrification 
cooperatives in Kentucky. At a meeting of the State association of 
= REA cooperatives held in Louisville earlier this month it was decided 
that we should state our position to the committee and by the selection 
of the representatives there assembled I became spokesman. 
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In Kentucky we realize that every region has its peculiar problems, 
and that the problem of every State is likely to be a little different 
from that of any other. 

The REA program in the beginning found Kentucky farms only 3 
percent electrified, but in the short period of 18 years Kentucky has 
attained 95 percent electrification in rural areas. True, some small 
amount of this rural electrification has been done by the private power 
companies, but the vast preponderance of it has hen accomplished 
on REA lines, to the end that there are now, as I previously stated, 
more than 218,000 rural electric cooperative members in Kentucky. 

Despite this tremendous growth, and the fact that the facilities of 
these co-ops now represent investment of more than $1 million, we are 
not empire builders. We defend the private power companies’ right, 
if indeed it ever needs defending, to render the type of service for 
which they are logically designed. We don’t have any desire to put 
them out of business. But we recall that there were vast areas of our 
basically agrarian State which were never given any attention by the 
private power companies prior to the advent of REA, because these 
areas were so sparsely populated as to give little promise of profitable 
return. 

The electrification of such areas by REA co-ops has not been a proc- 
ess of Government subsidy, as our attackers contend, because there 
has never been a co-op in Kentucky which has been in default on any 
of its loans, and many of our co-ops are far in advance of the scheduled 
repayment of loans. 

It appears to us that the REA program is a recognition of the fact 
that because a private power company may not profitably serve a rural 
area is no reason, if the area is productive in agriculture, to say that 
it should never be served. To contend that service must only be by a 
private power company would be almost as silly as to say that because 
a farm could not profitably be served by a private water company, it 
should get no rain, nor should the farmer be allowed to dig his own 
well, or construct a pond from which to irrigate his fields. 

And to state our beliefs a little farther, once the farmer has labored 
independently of the private power companies to serve himself where 
they couldn’t or wouldn’t, it is not fair to prescribe any rules or laws 
that make it possible for these private interests to take from him the 
fruit of his labors. 

Anything that threatens REA, threatens to do just that. 

Turning for a moment to the great Tennessee Valley Authority, 
which serves only 4 of our 26 cooperatives in Kentucky, may I say 
that we think TVA is a grand example of what all the people can do 
for themselves in the category of things too big for individuals or 
individual private enterprise to do. 

In 1937 we had a tremendous flood in Kentucky, when the Kentucky 
and Ohio Rivers overflowed their banks. This flood was a result of 
extremely heavy rains falling in the upper reaches of our basin, when 
the lower reaches, the Cumberland and Tennessee Valleys, were already 
filled to the flood stage. The losses to our farmers, and indeed even to 
the private power companies, ran to the hundreds of millions of dollars. 
Since 1937 the great system of multipurpose dams of the Tennessee 
Valley Authority has greatly changed the forces of nature, which made 
possible the 1937 flood. 
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Though these multipurpose dams do not control the Ohio and Ken- 
tucky Rivers, they have prevented the lower basin from filling up at 
the time of the year when it must be clear to carry the heavy rainfall 
from farther up, down the Mississippi to the gulf. 

It seems to us in Kentucky that our brethren in New England, par- 
ticularly in this fall of 1955, suffered greatly from the dog-in-the- 
manger attitude of the private power companies, which has success- 
fully forestalled the construction of similar multipurpose dams in the 
Northeast. This shortsightedness on the part of the people, guided by 
the avarice of the private power interests which dominates the area, has 
cost, in this one year, flood damage which probably runs into the 
billions of dollars. 

It seems to us that the position taken by the Hoover Commission 
on the subject of water resources and power is simply part and parcel 
adoption of the philosophy of the private power companies; namely, 
that they should control all the power in the United States; that there 
should be no forceful restraint against their establishing whatever 
rates they wish to charge; that there should be no yardstick by which 
their rates and services can be measured; that any resources of power 
produced as a byproduct of flood control should be theirs and theirs 
alone; that in effect they be allowed to have their cake and eat it, too. 

Again, and in conclusion, let me say that we have no desire to 
destroy the private power industry. We do have a desire to be allowed 
to enjoy what we have done for ourselves, and not have that taken 
away. We think that the power which is developed from our streams 
is a natural resource, which, like the air and the sunlight, should not be 
controlled by private monopoly, but should be dedicated as equitably 
as possible to the welfare of all the people. In taking this position we 
feel that we are adhering to the finest traditions of a democratic state. 
We resent any slurs on the work we have done for ourselves, because 
this work, to us, is in the category of the freest of free enterprise. 

We think the evaluations of the Hoover Commission have been 
biased, completely lacking in objectivity, and to the extent that Con- 
gress may by law be required to deal with the conclusions reached, it 
will be dealing from a stacked deck. We think that the interrelation- 
ships of flood control, public-power development, and rural electrifica- 
tion are inextricable, and that serious injury done to any of these 
relationships will gravely affect the very segment of the American 
economy which, according to all business indexes, is now most seriously 
in need of improvement. 

I hope and believe that I have been a fair representative of the think- 
ing of the rural electric cooperative members in Kentucky, and again 
wish to express my appreciation for this opportunity to be heard. 

I might add a word or two to some comments that I have heard from 
previous witnesses. In the first place, I do not think that my friends 
from South Dakota or I would perhaps condemn the report as a 
whole. I think there are small items that may be of benefit, such as the 
item that the charming Mrs. Lunde picked out about consolidated 
handling of hydrologic data. We certainly have no objection to that 
sort of thing and think it may provide a fine revision of procedures 
regarding this data presently in effect. 

However, with respect to these recommendations that the chairman 
has mentioned, 9 through 15, it seems to me there is absolutely no need 
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for local representatives on the boards of these corporations. It seems 
to me it is a bid for local support. It seems to me that the lobby activi- 
ties of the private power companies in the past have been more effective 
on a local level than nationally. In Kentucky, where most of the co- 
operatives buy the power from the private power companies, we would 
consider it a serious disadvantage, because we would feel that those 
local cooperatives would be dictated to by the private power companies, 
and we did not have a fair opportunity to get representatives who 
would deal properly with us. f 

_ With respect to saying you will not build any more transmission 
lines, as my friend has perhaps better said than I, about taking the hay 
out of the barn, it would seem to me it is the same as if a private organi- 
zation could say, “You have a lot of gold in Kentucky at Fort. Knox 
and we are going to pass a law saying that the Federal Government 
cannot take any of the gold out, because we think private enterprise 
should have the sole right to take out that gold from the vaults.” From 
then on the gold is worth goose eggs to the Federal Government and is 
worth everything to the fellow who has the right to take it out. 

With respect to the recommendation made about no additional steam 
enerating capacity, anyone who has ever been in any public utility 
usiness, whether it be a cooperative, or private power, or whatever it 

is, knows that once you get a peak demand which is in excess of your 
capacity and have to become dependent on someone else to help you 
over that peak, he has the whip hand over it from then on. 

If the Tennessee Valley Authority is to be made dependent on the 
private utilities for covering its peak loads, then the ones who furnish 
that additional capacity are going to rule TVA to their own interest. 
I think most of ane recommendations 9 through 15 are quite in a 
similar vein. It is true there is no direct recommendation for the 
elimination of preferences, but the indirect result is reached nonethe- 
less surely, it appears to us. So therefore we heartily recommend that 
the Congress reject the conclusions of the Hoover Commission. 

It seems to us strange that Congress would have appropriated almost 
a half a million dollars to get the philosophy of the private power com- 
panies, which was available to them for nothing. 

Thank you. 

Mr. Jongs. Mr. Reuss. 

Mr. Reuss. Mr. Ardery, you say that your association represents 26 
cooperatives ? 

Mr. Arpery. We have 26 cooperatives in Kentucky. There are 21 
who are members of the association. 

Mr. Reuss. Of those 26 Kentucky electric cooperatives I think you 
said 4 or 5 buy from TVA ? 

Mr. Arvery. That is right. 

Mr. Reuss. Where do the other 20 or so buy their power from? 

Mr. Arpery. Local utilities, such as Kentucky Utilities Co., Ken- 
tucky Power Co., which is a subsidiary of American Gas & Electric, 
and Louisville Gas & Electric. 

Mr. Reuss. All of which are private power companies ? 

Mr. Arpery. That is right. And actually our feeling is that there 
are areas in Kentucky we surely agree are private power company 
areas, and we do not quarrel with them about those areas. I feel it is 
perfectly all right to have a profit-inspired private utility company, 
but it seems to me there are great areas which could not be served at a 
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tivi- . profit. The question poses itself, are you going to say because they 
stive cannot be served at a profit they should not be served at all; and that 
> cO- 4 is where REA comes in. 
ould Mr. Jones. Mr. Lipscomb. 
hose Mr. Lirscoms. Do you have any comment to make on recommenda- 
nies, tion No. 12? 
who Mr. Arpery. Would you read me that recommendation ? 

j Mr. Liescoms. Yes. [Reading:] 
sion That the Columbia River Basin system, the Hoover-Parker-Davis Dams Ad- 
hay ministration, the Central Valley project of California, the Missouri River Basin 
ani- project, the Southwestern Power Administration, and the Southeastern Powcr 
nox Administration all be incorporated under and made subject to the Government 
ane Corporation Control Act. 
rise Mr. Arpery. I do not think I would, for the simple reason I think 
rom if would be inappropriate for the Kentucky rural cooperatives to be 
d is making comments that far out of their sphere. 

Mr. Lirscoms. That comes within recommendations 9 through 15. 
am Mr. Arpery. What I had in mind was 9, 10, 11, and 15, if I may make 
lity 7 that correction. 

r it : Mr. Lirscoms. In other words, you are deleting from your statement 

our recommendation No. 124 

rou . Mr. Arpvery. That is right. I would prefer not to have my remarks 
relate to recommendation No, 12. 

the 4 Mr. Jones. Are you familar with the Government Corporation Con- 

ish q trol Act? 

st. ; Mr. Arpery. No, sir, | am not—not to any real degree. 

La ] Mr. Lipscoms. Have the cooperatives, or your cooperative, taken any 

he . other position about the problems we have with water resources in 

1e- other parts of the Hoover Commission report ¢ 

lat ; Mr. Arpery. In the Hoover Commission report that had to do with 


| REA, we took a very strong position with reference to those recom- 
st } mendations. 





m.- Mr. Lirscoms. In speaking about 9 through 15 
Mr. Arvery. No, sir. I am not talking about that task force report. 
I thought you were talking about the broad Hoover Commission 
; Report. 
26 Mr. Lirscoms. I am talking about the Hoover Commission Report 
on Water Resources and Power. 
21 Mr. Arpery. No, sir. They took a position at this meeting they 


had earlier this month by which I was directed to come up here and 

yu make this statement. 
Mr. Lirscomr. But you are just testifying on recommendations 9 
through 15, except for No. 12? 
Mr. Arpery. That is right. 

1- Mr. Jones. Mr. Ardery, how do you account for the fact that the 
Cy . so-called private utilities conduct an unrelenting war on the public 
and Federal development of electric energy ? 

Mr. Arvery. I feel that the only real restraint that they have on 
them is the mirror that is held up to them by REA cooperatives and 
Government power. But for that I think that the public as a whole 
would never understand the intricacies of the electric business, and 
that they would be able to set rates wherever they wanted them and 
get returns to whatever extent they wanted. I thing they are merely 
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eliminating that feature for the reason that they do not want to be 
controlled. Yet in Kentucky, despite the fighting we have had, there 
is no doubt in my mind but that the major utility which has had to 
deal with REA cooperatives has become stronger and become better 
managed and a cleaner, harder, and better operating organization be- 
cause of the struggle and the light that has been shone on their activi- 
ties by the REA cooperatives. 

Mr. Jones. Are you a Socialist ? 

Mr. Arpery. Sir? 

Mr. Jones. Are you a Socialist ¢ 

Mr. Arpvrery. No, sir. I think all of us are inclined to resent the 
implications. An indication in Kentucky that has come home to a 
few of the people as to the desires of the private power companies 
was demonstrated by the Ohio Valley Electric Corp., which was a 
syndicate of 15 utilities formed to serve the Portsmouth atomic energy 

lant. They were supposed to capitalize with $400 million of money, 

20 million of which was going to be equity. The 15 participating 
utilities were going to own all of the stock and equity and were going 
to borrow the $380 million. According to an opinion of the Securi- 
ties and Exchange Commission, which approved the financial setup, 
the whole structure was based upon a rate which was going to be 
charged to the Government which was sufficient to amortize the entire 
plant over a relatively short period of time, to pay all of the operat- 
ing expenses and to pay all of the taxes, including Federal income tax, 
and then guarantee an 8-percent return on the equity capital. 

If there ever were people who wanted to put a pipeline into the 
Treasury and pipe it out, that is an example. 

Mr. Jones. I guess the great debate will take place long after you 
and I are gone, but it is still going on; is it not? I have hoped that 
one day that conflict would be over with and we would not have to 
resort to a knock-down and drag-out fight. I do not think that public 
development or Federal development of those projects is helped any, 
and I do not think that the utilities on the other side are being helped 


any. 

Thad hopes somewhere along the line that we could have some con- 
ciliatory attitude toward the problem, but evidently that is not going 
to come about; is it ? 

Mr. Arpery. It is going to be a very hard process. We have, we 
think, come upon a time of slightly better feeling in our State. 

If I may give one further example: There is a little town of Fal- 
mouth, Ky., which is one of our county seats, with a population slightly 
in excess of 2,000. As you probably know, the definition of a “rural 
area” in the REA Act limits municipalities to 1,500 and still be within 
the definition of a rural area. This town had its own utility plant, but 
the plant broke down. An REA co-op was adjacent to it and they 
asked to be picked up and put on the lines, and the co-op picked up the 
town. The private utility company, which was some distance off, said, 
“We want that town.” The co-op let the ao decide, and I think 
the utility put on quite a campaign there, but the co-op made no big 
effort to counter that campaign. The last decision was that the city 

overnment said they wanted the private power. The co-op has will- 
ingly severed connections with the town and it is allowing the private 
power company to serve as an indication of good will and a sincere de- 
sire to fulfill the role as we see it of REA cooperatives. 
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Mr. Jones. Thank 7 very much. 
Our next witness is Mr. Buckley. 


STATEMENT OF M. C. BUCKLEY, PRESIDENT, MOTOR VEHICLE AND 
AFFILIATED TRUCK OWNERS ASSOCIATIONS, CHICAGO, ILL. 


Mr. Bucxiey. My name is M. C. Buckley of the Affiliated Truck 
Owners Association of Chicago. 

The Affiliated Truck Owners Association of 30 North Dearborn 
Street, Chicago 2, Ill., has been fighting for 16 years to stop the diver- 
sion of motor- vehicle revenue for any purpose that does not pertain 
to the building and maintenance of our streets, roads, and highways. 

Twenty-four States in the United States now ‘have laws that do stop 
the diversion of motor-vehicle taxes. Car and truck owners are to be 

itied. For example, in Illinois tax eaters have spent more than 
£79,031,526,75 out of the motor-vehicle-tax fund for poor relief. 

If there has to be poor relief, why take the money from car and 
truck owners? Why the discrimination? Why not take the money 
from the general fund ? 

The small-business man who owns 1 or 2 trucks is in bad shape. 
Trying to compete with railroads and waterway transportation, who 
are subsidized by the Government, is a tough racket. When a truck- 
owner even thinks about lower waterway “transportation toll rates, 
and in the last session of Congress they wanted to put an extra $12.5 
billion on truck transportation—I won't say the last words—it is 
asinine. 

The Affiliated Truck Owners fought this $12.5 billion deal and 
we won. 

It is easy to solve the highway problem by adopting the William 
Randolph Hearst, Jr., of the Hearst newspapers, plan to have the 
National Government return car and truck excise taxes to the indi- 
vidual States and let them build their own roads and stop the diver- 
sion of motor-vehicle taxes. 

Well, this is the end. We strongly endorse recommendation No. 8 
in the water resources and power report of the Hoover Commission on 
Organization of the Executive Branch of the Government. 

There is just another paragraph here. 

The provision of free transportation facilities in the inland water- 
ways has resulted in a tremendous diversion of traffic from the high- 
ways in recent years. This is inevitable because truckers on the high- 
ways of this and other States must pay heavy gasoline taxes to the 
State as well as very large license and registration fees, designed to 
provide for the cost of maintaining our streets and highways. “On the 
other hand, the owners and operators of ships and barges on the inland 
waterways pay nothing to the Federal Government for the use of such 
facilities. Is it any wonder that the traffic on the inland waterways 
outside of the Great Lakes has increased from 20 billion ton-miles in 
1939 to more than 75 billion ton-miles at the present time? 

You will have to excuse me for this. 

Mr. Jones. Fine, Mr. Buckley. Will you have a seat, because you 
are opening up a very interesting source of inquiry, since I am particu- 
larly interested in your statement, because I sat on the Subcommittee 
on Roads of the Public Works Committee of the House of Representa- 
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tives for some 4 months this past year, and I am certainly interested in 
what you have had to say. 

Mr. Buckxtey. Thank you. 

Mr. Jones. I believe, though, your national association supported 
the $24 billion appropriation for roads. Is that correct? 

Mr. Bucktey. In the last session ? 

Mr. Jones. Yes, sir. 

Mr. Buckirey. We happen to be the Affiliated Truck Owners Asso- 
ciation and took a definite stand against it until there was more study 
made on it. 

Mr. Jonrs. Yes. That is not on the President’s proposal. You 
were all for that, provided, of course, there was no tax to the truckers. 

Mr. Bucstey. That is right. 

Mr. Jones. You were for the imposition or the use of the general 
revenue to build these roads, and you were for all of the people pay- 

ing the taxes so that the truckers could have a free ride on the high- 
ways. 

Mr. Bucktey. That is not fair to say. 

Mr. Jones. The record certainly bears that statement out. Why, 
Mr. Buckley, you people came before our committee day in and day 
out and made that proposal. 

Mr. Buckxiey. May I make this statement ? 

Mr. Jonrs. Yes, sir. 

Mr. Buckiey. You talk about my people. We are the Affiliated 
Truck Owners Association of 30 North Dearborn Street, Chicago, I1., 
and I definitely did not do so. We operated indirectly in the House 
of Representatives and Senate and never endorsed anything. There 
are different associations. We only represent 9,686 of the people, and 
there are associate members, We definitely took a stand against it until 
Congressman Dawson and the rest of the people analy zed the situation. 

Mr. Jones. And you did not transmit In any shape, form or fashion 
any communication to the House of Repr esentatives, the Committee 
on Public Works, Subcommittee on Roads, with a position against the 
imposition of those taxes? 

Mr. Bucktey. All we ever done was to tell the Congressmen that 
we were against that particular plan. You see, we are only one organ- 
ization, Mr. Chairman. 

Mr. Jones. I understand. 

Mr. Bucxiey. And the other people may have done that, but our 
organization did not. 

Mr. Jones. And you were willing to assume the taxes on the road 
bill, that is, the truckers ? 

Mr. Buckiry. Why, if it should be the truckers, definitely so. 

Mr. Jones. You were willing to assume the taxes proposed under 
the so-called Fallon bill ? 

Mr. Bucktey. I do not know anything about that legislation. I 
do not know anything about that. What we did do is—— 

Mr. Jones. Which bill had about a $9 billion gasoline tax and diesel 
fuel tax? 

Mr. Bucxtey. The story is that we are mostly interested in Tlinois 
legislation, to stop the diversion of motor vehicle revenue for any 
purpose of not maintaining the building of roads, streets, and high- 
ways. That is our big job. “Indirectly we asked friends of ours in the 
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Congress and said that we were against it, and we have the records 
of that. 

Mr. Jones. And you are for the imposition of tolls on the inland 
waterways ? 

Mr. Buckiry. Yes, sir. Because the most important part is, accord- 
ing to the reports that we have it has increased about 250 percent. 

Mr. Jones. What percentage has the transportation of motor traf- 
fic increased as compared with water traffic on the index of total traffic? 

Mr. Bucxstey. I can get the statistics, Mr. Chairman, but the most 
important part is, I do not know it offhand, but again I see no reason 
why, unless somebody has a reason 

Mr. Jones. Is it not a fact, Mr. Buckley, that the increase in tonnage 
on the highways is percentagewise far greater than the increase in 
waterborne traffic ? 

Mr. Bucxiey. That is true, but why shouldn’t there be tolls to 
help that? Why aren’t they taking the taxes from there and putting 
them on to the roads? Why shouldn’t they pay it to help the truckers 
and automobile people? Why should they divert $79 million for other 
purposes? For what reason ? 

Mr. Jones. I donot know. [enjoy your thinking. 

Mr. Buck.iry. My friend, I only know that little bit about it. I 
am not. a lawyer but I am just a plain citizen, and that is all I can say 
about it. I do not know why they should take money from the car 
and truck fund and pay out $79 million to poor relief. 

Mr. Jonas. Let me ask you this further question. 

Mr. Bucktey. Yes, sir. 

Mr. Jones. Do you think George Washington was a pretty sound 
businessman ? 

Mr. Bucktey. I do. 

Mr. Jones. Do you fall out with a fellow named Thomas Jefferson ? 

Mr. Bucxiey. Fall out with him? No. Pardon me. 

Mr. Jones. What about Abraham Lincoln? Do you think he was 
a pretty good fellow ? 

Mr. Buckiey. Why bring up what George Washington did and 
Thomas Jefferson, and Abraham Lincoln, about what he did? They 
lived a long time ago and we are living today and not back at that 
time. You are talking this minute about something way back some- 
time. I am talking about my group in the State of Illinois and about 
a number of living on relief and depending on the city and county and 
State for their assistance. Let us talk about 1904 and 1903 if you 
want to talk about something like that. Let’s talk about that. What 
is the sense of that? 

Mr. Jones. The trouble is, when you talk about today you have to 
talk about a proposition adopted in the Constitutional Convention. 

Mr. Bucstey. That is right. 

Mr. Jones. And that old piece of paper is still up there so you have 
to live with it. 

Mr. Bucxkiey. Sure you have. But you certainly don’t have no rea- 
son to take $79 million from the truckers and antomobiles and give it 
tosomebody else. For what reason ? 

Mr. Jones. I see. In other words, you do not object to paying taxes 
as long as you get the benefit ? 

Mr. Bucxiry. Why don’t they take it from the Congressmen and 
take the money to get and put over on the poor relief ? 
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Mr. Jonzs. Brother, I am almost on relief, if you ask me. 

Mr. Bucktey. The same dog came in my yard. That is a fact. 

Mr. Jones. So you are willing to pay taxes as long as you get the 
benefit of all the taxes you pay. 

Mr. Bucxtey. No, no, no; but why should you take that money 
away from the truck and car owners and give it to some foreign source 
that has nothing to do with it ? 

Mr. Jones. We are not talking about foreigners up in this room, or 
anything but roads. You brought in the proposition. 

Mr. Buckiey. That’s right; and I like them. 

Mr. Jones. And you would like more of them too, wouldn’t you? 

Mr. Bucxiey. Yes; you are darned right. 

Mr. Jones. Because you have some trucks on them and are making 
some money out of it. 
Mr. Bucktey. Certainly we have trucks, and automobiles also. 

Mr. Jones. Of course; I havea car. 

Mr. Bucktey. That is right. 

Mr. Jones. And everybody else has a car. 

Mr. Bucktey. That is right. 

Mr. Jones. But a lot of us don’t have children and still we pay 
taxes just the same to help us get good schools. 

Mr. Bucktiey. There are a lot of people shouting discrimination, 
but if that is not discrimination I am a hoodoo. Take that money 
away and put that someplace else. Pardon me, but I know Congress- 
men and United States Senators and State Senators, and if some- 
body can answer that question I will give them 50 bucks this second, 
why they should take that money away from the truckowners and 
put itsomeplaceelse. Pardon me if I get a little off. 

Mr. Jones. It is all good company and we are having a good time. 
I think it is worthwhile to explore your thinking because we do not 
have that often in Congress. Nobody ever comes up there and asks 
for anything except for somebody else. 

Mr. Bucktey. That is true. 

Mr. Jones. They never ask it for themselves. 

Mr. Bucxtey. I know some mighty fine Congressmen, and there 
are very few of them that are not legitimate. Let’s put it that way. 
I mean that. There is no fooling about it. I have been in this pets) 
situation since 1930. That is the most important part. And people 
make accusations here—— 

Mr. Jones. Mr. Buckley, I hope you are in it the rest of your life. 

Mr. Bucxtey. I cannot help it. People accuse and keep on accus- 
ing, and there is nothing at all as to why they should accuse other 

ople. 
in Jones. Mr. Buckley, I wish a lot more people would get in the 

business of politics. 

Mr. Bucxuey. They should sock everybody $200 that don’t vote. 
Then they would look and see who they were voting for. Pardon me. 

Mr. Jones. Don’t talk that way in my district now. 

Mr. Bucxtey. I guess I talk too much, possibly. 

Mr. Jones. At least we have had a good time. 

Mr. Bucxtry. Yes. Please put that No. 8 through. That’s all 
I care about. 

Mr. Reuss. Mr. Buckley, before you go, I am still worried about 
that $79 million. Where did that come from ? 
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Mr. Bucxtey. That came from the State legislature. 
Mr. Reuss. The $79 million came from the truckers ¢ 
Mr. Bucxuiey. From the car and truck revenue—motor vehicle 
taxes. That is the amount that the State legislature spent on poor 
relief. 

Mr. Reuss. On purposes other than highways? 

Mr. Bucxtey. Poor relief? 

Mr. Jongs. Foreign aid? 

Mr. Bucxuey. No foreign aid. 

Mr. Reuss. But none of that $79 million was spent on improving 
the Great Lakes, or anything like that ? 

Mr. Bucxuey. Not a nickel. 

Mr. Reuss. So that money is not being used to improve navigation ¢ 

Mr. Bucxtey. Positively not. 

Mr. Jones. Thank you very much, Mr. Buckley. 

Mr. Manin. Mr. Chairman, if I can have the pleasure of riding 
a Buckley on the 4: 50 to Springfield, can I come around and 
testify ? 

Mr J ongs. Yes, sir. You come around. [ll tell you what. If you 
will bring Mr. Buckley back I believe I will go with you. 


STATEMENT OF GEORGE MAHIN, SPRINGFIELD, ILL., EXECUTIVE 
SECRETARY, TAXPAYERS’ FEDERATION OF ILLINOIS 


Mr. Manin. Mr. Chairman and members of the committee, my name 
is George Mahin of Springfield, Ill. I am executive secretary of the 
Taxpayers’ Federation of Llliois, which, for your information, is a 
statewide, nonpartisan organization, formed in 1941 by public-spirited 
citizens interested in getting a better return for tax dollars through 
better and more efficient government services. 

In order to identify our reason for interest in this, I want to state 
briefly in connection with the first Commission on Organization of the 
Executive Branch of the Government, more commonly known as the 
first Hoover Commission, the Taxpayers’ Federation spearheaded the 
formation of the Illinois Committee for the Hoover Report. It is a 
matter of record that successful translation of the bulk of the first 
Hoover Commission’s recommendations into accomplishment by execu- 
tive and congressional action has resulted in annual savings that al- 
ready amount to billions of dollars and are increasing year after year. 
Cooperation of Congressman Dawson of Illinois, chairman of the 
House Committee on Government Operations, and of other Congress- 
men from Illinois, contributed in no small measure to that record of 
accomplishment. 

In connection with the second Commission on Organization of the 
Executive Branch of the Government, or second Hoover Commission, 
the Taxpayers’ Federation at the request of the National Committee 
for the Hoover Report, has itself undertaken the educational campaign 
in Illinois as to the Commission’s findings and recommendations. A 
Hoover report division of the Taxpayers’ Federation has been estab- 
lished with headquarters here in Chicago. A speakers’ training course 
has been completed. A speakers’ bureau has been established. Educa- 
tional materials are available. Committees have been formed through- 
out the State. Organizations such as the Jaycees, Illinois Agricultural 
70818—56—pt. 9 —6 
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Association, Federation of Women’s Clubs and others have enlisted in 
the educational campaign. The program is now moving into high 
gear. 

The declaration of policy by Congress set forth in Public Law 108 
unanimously adopted in 1953 to create the second Hoover Commission 
clearly sets forth the reasons why the Taxpayers’ Federation is so 
interested in the report of this Comngnisthan. 

That declaration of policy by Congress, set forth on page xi of the 


introduction to the Commission Report on Water Resources and Power, 
states : 


It is hereby declared to be the policy of Congress to promote economy, efficiency, 
and improved service in the transaction of the public business in the departments, 
bureaus, agencies, boards, commissions, offices, independent establishments, and 
instrumentalities of the executive branch of the Government by— 

(1) Recommending methods and procedures for reducing expenditures 
to the lowest amount consistent with the efficient performance of essential 
services, activities, and functions; 


(2) Eliminating duplication and overlapping of services, activities, and 
functions; 


(3) Consolidating services, activities, and functions of a similar nature; 
(4) Abolishing services, activities, and functions not necessary to the 
efficient conduct of Government ; 


(5) Eliminating nonessential services, functions, and activities which are 
competitive with private enterprise ; 

(6) Defining responsibilities of officials ; and 

(7) Relocating agencies now responsible directly to the President in de- 
partments or other agencies. 


It is certainly a forthright statement by Congress to which we 
unanimously subscribe. 

That statement of policy is precisely why the Taxpayers’ Federation 
of Illinois was created. If carried out, it will mean additional billions 
of dollars in annual savings, a balanced Federal budget, a possibility 
for orderly reduction of the Federal debt which we have been building 
up, prosperous year after prosperous year, as a millstone around the 
necks of our children and children’s children, and a chance for a sound 
reduction in Federal taxes which will leave Illinois taxpayers better 
able to finance our school building and educational needs and other 
State and local government problems. This is a hope for a sounder 
America and brighter future for our children that challenges the ut- 
most efforts that can be put forth toward its accomplishment. 

With respect to the water resources and power recommendations of 
the Hoover Commission, it is vitally important to distinguish at the 
outset between the reports of the task force to the Commission and the 
report of the Commission itself to Congress. 


Every volume of the task-force reports contains on its face this 
statement : 


ImMPoRTANT.—This is a study made by a task force for the Commission’s use 
and should not be confused with the Commission’s own report to the Congress. 
The Commission report itself makes this distinction very clearly. 


On page x of the introductory portion of the report, it is stated that 
the Commission— 


has committed itself only in respect to the recommendations it makes in this 
report. 


Similarly the Hoover report division of the Taxpayers’ Federation 
of Tllinois is committed only to the recommendations of the Commis- 
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sion itself, which constitute a broad blueprint for economy. From that 




















































ted in broad blueprint, the executive branch of the Federal Government and 
high the Congress will determine exactly how the recommendations shall be 
carried out. In that determination, the recommendations and reports 
w 108 of the task force will doubtless be considered, along with recommenda- 
— tions from other sources, by the executive branch and by the Congress. 
30 While we do subscribe to the broad recommendations contained in the 
Commission report, we may or may not subscribe to the detailed plans 
»f the or detailed legislation drawn to implement those recommendations. 
owe, That can be determined only after the detailed plans and bills have 
been drawn. 
iency, If I may interject here, much of the discussion today has been over 
a recommendations as though they were in the form of a mandate that 
; this has to be done and spelled out in the particular interpretation 
itures that the witnesses have been placing on those recommendations. Ac- 
ential tually, these recommendations constitute only a declaration of policy 
. dai submitted to Congress where legislation is necessary, and Congress 
will put the flesh and blood on those recommendations in the drafti ing 
ture; of the legislation and the amending of the legislation as it proceeds. 
0 the Until we see the specific detailed legisl: ition to carry out the recom 
seine mendations, we cannot in fact say we are for or we are against a recom- 
mendation. We cannot in fact say that certain recommendations—the 
recommedations perhaps discussed, for example, as to the fact that 
n de- the Federal Government should not build transmission lines where 
other lines are already available—until we see the legislation that 
| we spells that recommendation out we cannot say anything about it. 
Maybe the groups that have been objecting to that recommendation 
tion here today will find that the legislation itself is not objectionable. 
ions To go on reading, I am not going to belabor you by taking up the 
lity 15 recommendations of the Commission itself with respect to water 
ling resources and power 1 by 1. I do want to discuss briefly some mis- 
the understandings that have Abecionea, particularly in this area, as to 
und what the Hoover Commission has recommended in this area of water 
tter resources and power. 
ther First, nowhere in the Hoover Commission report is there any recom- 
der mendation with respect to the Cal-Sag project. There was an ad- 
ut- verse recommendation with respect to C ‘al- Sag, to the extent that Con- 
gress take another look at the Cal-Sag project, contained in the task- 
s of force reports. However, the Commission itself did not adopt this 
the recommendation and, as ‘pointed out above, the Commission is com- 
the mitted only to the recommendations it mi akes in its own report. 
Second, nowhere in the Hoover Commission report is there any 
this recommendation antagonistic to the development of the St. Lawrence 
seaway project. On the contrary, the St. Lawrence seaway project 
goes beyond the Hoover report recommendations. The legislation 
ar authorizing the St. Lawrence project— 
‘ly. makes it mandatory that tolls be collected sufficient to fully reimburse the Gov- 
ernment for costs incurred in the construction, maintenance, and operation of the 
hat project (p. 84, Commission report). 
is The Hoover Commission report recommends only : 
8 


That Congress authorize a user charge on inland waterways except for smaller 
pleasure craft, sufficient to cover maintenance and operation * * * (p. 85, Com- 
mission report, recommendation No. 8). 
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It will be noted that the Hoover Commission recommendation is for 
user charges on inland waterways high enough to cover only mainte- 
nance and operation, not construction costs too as is required in the St. 
Lawrence project legislation. 

Third, nowhere in the Hoover report itself is there any recom- 
mendation or what could be construed as a recommendation for user 
charges on use of port facilities. The recommendation No. 8 proposes 
that the Interstate Commerce Commission be authorized by a tet 
to fix user charges to cover cost of maintenance and operation on in- 
land waterways. In the paragraph preceding this recommendation 
on page 85, it is pointed out that— 
the cost of maintenance and operation of the navigation works on the intra- 
coastal waterways and the inland rivers is about 74 cents per 1,000 ton-miles, 
and for the whole system, including the Great Lakes, the cost is about 29 cents 
per 1,000 ton-miles. 

While this last statement is not part of the Commission recommenda- 
tion itself, it indicates Commission thinking that the charges should 
cover only maintenance and operation of the navigation works and 
could be on a ton-mile basis. Since this same paragraph above quoted 
also states that the railway freight rates would be upwards of $17.50 
for 1,000 ton-miles, the Commission recommendation for a user charge 
on inland waterways certainly cannot be construed as putting the 
waterway users at a disadvantage for the benefit of the railroads. 

We can see no justification for requiring the taxpayers as a whole, 
who have provided the system of inland waterways at no cost to the 
users thereof, to provide a continuing subsidy through payment of 
maintenance and operation costs as well. 

Fourth, it is not true that the Commission report advocates that 
the Federal Government return water problems to the State and local 
governments. The contrary is clearly stated throughout the report. 

On page xiv of the preface, the Commission states: 

We have now come to a stage in the development of these resources where we 
are faced with * * *, above all, the need for established national policies which 
will bring the greatest possible development of these (water) resources for all 


our people. For water as well as air, land, and minerals, is equally the primary 
human necessity. 


On page 29 the report states: 


The problem of pollution being often of interstate character is in need of 
definite national policies. 


On page 35 the report states: 


* * * there is imperative need for a clear definition of the role and policies of 
the Federal Government in the framework of a consistent national water policy 
and the coordination of Federal and State agencies which will progressively 
promote conservation and development of this vital natural resource for the 
Nation as a whole, as well as for States and local communities. 


Recommendation No. 1, paragraph (¢c) on page 36 states: 


That the Federal Government should assume responsibility when participa- 
tion or initiative is necessary to further or safeguard the national interest or to 
accomplish broad national objectives, where projects, because of size or com- 
plexity or potential multiple purposes or benefits, are beyond the means or 
the needs of local or private enterprise. Under other circumstances the respon- 
sibility for development should be discharged by State or local governments, or 
by local organizations, or by private enterprise. 
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isfor | oe would decide, of course, which project should be under- 
vinte- = taken by or participated in by the Federal Government, and the con- 
1e St. = trol again remains back in the Congress of the United States. 

We here in Illinois, blessed with Lake Michigan and the Mississippi 
~om- and Wabash River systems, are vitally interested in the water re- 
user = sources problem. Downstate Illinois is vitally concerned with the 
poses } water problems resulting from the lowered water table. We concur 
gress > wholeheartedly in the recommendation that there is desperate need 
n in- * for a sound policy of coordination of Federal, State, and local effort. 
ation = Weconcur wholeheartedly in the need for elimination of duplication 


and over OPTI within and between these governments to produce 
t 


inten. maximum results with a minimum of waste. We concur whole- 


miles, > heartedly in the philosophy that our local and State governments 
cents = should bear their share of the costs of projects where local or State 
} benefits result. We concur completely in the philosophy that tax- 
nda- exempt income-producing facilities should pay in lieu amounts com- 
ould » parable to tax charges so that local governments can continue to func- 
and } tion in those areas without shifting an unbearable load onto the local 
oted | property taxpayers. We have no reason to doubt and every reason to 
17.50 > expect that the recommendations of the second Hoover Commission 
arge ) itself will receive the same sympathetic implementation by Congress- 
+ the * man Dawson and other Congressmen from Illinois that the first Hoover 
f; 5 Commission report received. We have high hopes that the result will 
hole, * be better government, a balanced budget, a program for retirement 
» the ) instead of continued increase in the Federal debt, and lower taxes so 
t of } we in Illinois can take care of our own State and local government 
§ problems without running to Washington for help. 
that 4 Thank you, gentlemen, for the opportunty to present this statement 
local 7) to you today. 
ort. Mr. Reuss. Mr. Lipscomb. 
Mr. Lipscoms. No questions. 
— 7 Mr. Reuss. Mr. Mahin, I want to get straight in my mind the nature 
hich ) of the organization you represent. You are executive secretary of the 
Fa Taxpayers’ Federation of Illinois? 


Mr. Maurin. Yes, sir. 

Mr. Reuss. As I understand it, you appear here today not only in 
that capacity, but also because your organization is heading up the 
d of } Illinois activity of the Citizens Committee for the Hoover Report? 
Mr. Maury. That is right, sir. 

Mr. Reuss. And a gentleman named Mr. Cook from your organiza- 


3 of | tion was here this morning. I forget whether you were here at that 
licy point or not, but at any rate, he is also engaged with you, as I under- 
vely = stand it, in this Illinois Citizens Committee / 

the Mr. Maury. That is right. 


Mr. Reuss. Just as we in my home State of Wisconsin, have a citizens 
committee headed by Mr. Gavin McKerrow, and I take it you are doing 


‘ipa- > that job over here? 

E> 4 Mr. Maunrn. Yes, sir. haag Me ; 

ae Mr. Reuss. I assume also you of the Illinois Citizens Committee are 
pon- = doing that under the general direction of the regional chairman for the 
, OF | Hoover report, Mr. John Stuart? 


Mr. Maurin. Mr. John Stuart is also chairman of the Hoover report 
division here in Illinois—of our Hoover report division here. 
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Mr. Revss. So you speak for and with him in your testimony here 
today ? 

Mr. Mantn. Yes, sir. 

Mr. Reuss. In arranging for the appearance of the various wit- 
nesses on behalf of the Committee for the Hoover Report, such as 
yourself and Mrs. Lunde and Mr. Buckley and some of the other 

entlemen who have not had an opportunity to testify yet, am I right 
in thinking that those arrangements were handled by Mr. Stuart? 
_ Mr. Manin. They were handled by Mr. Cook working with Mr. 
Stuart. Yes, sir. 

Mr. Reuss. Were you here this morning when Mr. Stuart was 
with us? 

Mr. Maury. Yes, sir. 

Mr. Reuss. You heard his testimony ? 

Mr. Maurin. Yes, sir. 

Mr. Reuss. Do you have anything to add to the testimony given 
by Mr. Stuart about the letters that I had written him, and the 
various letters and telegrams and telephone calls which had come 
from him to the committee ? 

Mr. Maury. Well, only perhaps by way of clarification. As I 
understand it, the letter which you wrote to Mr. Stuart was a noti- 
fication only of the meeting in Milwaukee. I believe that is correct. 

Mr. Reuss. That is correct. 

Mr. Manrn. And did not pertain to the meeting here in Illinois. 
I do have something I think you may be interested in. I received 
today a copy headed: 


NEws FROM MISSISSIPPI VALLEY ASSOCIATION, 28 East JACKSON BOULEVARD, 
Cuicaco 4, Int., NoVEMBER 16, 1955 


November 16, I believe, was last Tuesday. 


NoticE.—A subcommittee of the House Committee on Government Operations 
will hear witnesses on tolls or user charges on the inland waterways including 
the Great Lakes here in Chicago Monday and Tuesday, November 21 and 22. 
The place of hearing is not known at this time. If you are opposed to Federal 
legislation— 


And so on and so forth. 
The subcommittee is headed by Representative Robert Jones. 


This is signed by H. W. Goodall, manager, Great Lakes division. 
‘Then at the bottom of that notice there is a heading underlined: 

FLiasH.—The hearings will be held in the Conrad Hilton Hotel. The committee 
will open hearings Monday and Tuesday, 10 a. m., and continue into the after- 
noon, with recess for lunch. 

This is dated November 16, which was Tuesday. We were unable 
to find out up to noon of Thursday from the office of the subcommittee 
in Washington where and when the subcommittee meetings were to 
be held. 

It seems certainly that the inference is fair at least there is a slip-up 
somewhere by the staff, or someplace, when here is a group, the Missis- 
sippi Valley Association, putting out a notice on November 16, and 
the office in Washington of the subcommittee did not know about it by 
noon of the 18th. 

T am told the 16th was Wednesday. But anyway, it was noon of a 
day later that the office in Washington still did not know about it. 
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Mr. Reuss. Let us get into that. As to their not knowing a day later, 
whocalled whom? Did you call the office ? 

Mr. Maurin. No, I did not. 

Mr. Reuss. Aren’t you referring to the same telephone call as Mr. 
Stuart referred to ? 

Mr. Manin. Iam not sure. 

Mr. Reuss. What I am asking you is, are there any facts here that 

ou know of with respect to your general awareness of these proceed- 
ings that Mr. Stuart did not testify to this morning ? 

Mr. Maurin. No, sir. There are no other communications that I 
know of that he didn’t testify to here. 

Mr. Reuss. Then he testified that the letter written by him on 
November 9 was misdirected. 

Mr. Manin. I understand that. 

Mr. Reuss. And not until Friday, the 18th of November, did the 
Washington office of this subcommittee know that that letter had been 
sent, although it had not yet received it. However, then the Wash- 
ington office immediately called Mr. Stuart and talked to his secretary, 
I believe, and gave that information to him. 

Mr. Maun. That is right. 

Mr. Reuss. Mr. Stuart also testified on November 9 he knew of the 
time when the hearings would be held, namely, November 21 and 22. 

Mr. Manin. Yes, sir. 

Mr. Reuss. Mr. Stuart further said that contrary to a report in a 
newspaper story in today’s Sun-Times that he had not charged that 
this subcommittee had tried to keep proponents of the Hoover report 
in the dark about the hearings, and that he had never communicated 
with the press anything to that effect. 

Mr. Manin. Sol understand. I accept that. 

Mr. Reuss. Have you any idea how that erroneous report attributed 
to Mr. Stuart got in the press ? 

Mr. Manin. No, sir. 

Mr. Reuss. Now this same press account in the Chicago Sun-Times 
for today has this to say: 

Expected to attend the hearings with Mahin are John Stuart, regional vice 
chairman of the Citizens Committee for the Hoover Report and chairman of the 
board of the Quaker Oats Co., and Robert E. Cook, Springfield, head of the 
Hoover report division of the federation. 

I take it by the federation they mean the Taxpayers’ Federation of 
Tllinois. 

Mr. Manrn. Yes, sir. 

Mr. Reuss. It goes on to say: 

Stuart charged the subcommittee tried to keep proponents of the report in 
the dark about the hearings. 

If I may interpolate at that point, Mr. Stuart, as you recall, said 
this morning that absolutely was untrue and he had not made any 
such charges. ~ 

Mr. Manrn. That is right. 

Mr. Reuss. And indeed this morning he said in his opinion the 
committee and its staff had behaved meticulously in trying to keep 
people informed. 


This charge was amplified by Mahin. 
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Is that true? Did you amplify the charge that this subcommittee 
tried to keep proponents of the report in the dark about the hearing? 
Mr. Maury. If it is, I know nothing of it. What day was this? 

Mr. Reuss. I am reading from this morning’s Chicago Sun-Times, 
which states that you, Mr. Mahin, amplified the charge allegedly made 
by Mr. Stuart that this subcommittee tried to keep proponents of the 
Hoover report in the dark about the hearings. 

Mr. Mautn. If I recall correctly, sir—and I am a little hazy on days 
right now—but I believe it was Saturday that I was in Springfield. 

Mr. Reuss. This last Saturday? 

Mr. Mantn. Yes, sir. 

Mr. Reuss. November 19? 

Mr. Mautn. I had a call from the Sun-Times, at which time they 
wanted a statement with regard to the subcommittee hearing. I told 
the reporter for the Sun-Times the difficulties that we had had in ascer- 
taining the place and time of the hearings. At that time I did not 
know that the letter which had been sent had gone astray; but does 
the statement go on with any direct statement attributed to me? 

Mr. Reuss. Yes. 

Mr. Manrn. Because I certainly did not amplify any charge because 
I did not know that there was any charge. But I did discuss the prob- 
lems we had had in setting a date and in finding the time and place 
at which this hearing was to be held. 

Mr. Reuss. Let me read on. After the section in which it says 
this charge was amplified by Mr. Mahin, it then attributes a quote to 
you: 


“We couldn’t find out until Friday”— 


He said— 


“where or when the Chicago hearings were to be held. We wrote the committee 
but they didn’t even answer us.” 

Mr. Mantn. I will not guarantee those are the exact words, but that 
could well be from the discussion I had with him, and those were the 
facts as I knew them at that time. 

Mr. Revss. You didn’t state, of course, at that time, that the Wash- 
ington office of the committee had been in touch with Mr. Stuart’s 
office the day before? 

Mr. Maun. As to the time and place of the hearings? No, sir. 

Mr. Reuss. Although this morning you did hear Mr. Stuart’s secre- 
tary say that that was the fact. 

Mr. Mantn. Yes, sir. 

Mr. Reuss. Did you know when you made that statement, if you 
did make a statement like that, that Mr. Stuart on November 9, 11 days 
before, had written a letter to the committee in which he had said that 
he was aware of the fact that the time of the hearing was to be Novem- 
ber 21 and November 22? 

Mr. Manin. Yes, sir. The date of the hearing was not in question. 
It was the place and the hour. 

Mr. Reuss. You do not then at this time wish to make any charges 
that this subcommittee kept proponents in the dark about the hearing? 

Mr. Mant. No, sir. I am making no charges, sir. All I did was 
recount the facts. But I do think when a bulletin is released by a 
private organization under date of November 16 setting forth the time 
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and place, and the office of the office of the subcommittee in Washington 
at least up to noon on the 17th is not aware of the time and place, then 
certainly at least there was a breakdown in staff activity, or something 
like that, along the line, because the Washington office is the only place 
where organizations such as ours can find out where these things are 
being held. 

Mr. Reuss. What is your authority for saying that the Washington 
office did not know the time and place until noon of the 17th? It 
seems to me there has been no testimony to that effect by anyone. 

Mr. Mautn. If there has not been—and as I say, the chronology of 
calls I am not too familiar with, as it was given—but if there has not 
been then there is an element in the chronology that has been missed. 
But this is hearsay evidence on my part. Bob Cook was the one who 
made the calls to the Citizens Committee for the Hoover Report in 
Washington on Thursday the 17th to try and find the time and place 
of the hearings. The Citizens Committee for the Hoover Report office 
called me—it was reported to me—called the office of the subcommittee 
and then called back and said that that information was not yet 
known; and that was around noon of Thursday, the 17th. 

Mr. Reuss. But the only testimony I have heard here today is that 
the subcommittee office itself in Washington called Mr. Stuart’s office 
on Friday the 18th, which was the first day they had knowledge Mr. 
Stuart had written a letter asking that question, and then gave him 
the proper information. Isn’t that correct? 

Mr. Mautn. That could be. I could not say. I do not know. 

Mr. Reuss. You were here when that testimony was given. 

Mr. Manin. But there were a lot of letters and a lot of calls and I 
do not have in mind all of thme that was given. But I do know this— 
and if it was not included in that chronology then it should have been— 
that it was not a call by Mr. Stuart, but by Mr. Cook to the national 
headquarters of the Citizens Committee for the Hoover Report on the 
17th to find out when and where the hearings were to be held in Chi- 
cago. The national committee—and this was just around the noon 
hour—the national committee called back and they reported they had 
talked to the subcommittee’s office in Washington, and that that in- 
formation was not yet known. 

Mr. Reuss. You are telling me that Mr. Cook told you the person 
in Washington 

Mr. Maurin. I told you this was hearsay. I told you this was 
hearsay. 

Mr. Reuss. That is what we call multiple hearsay. But thank you, 
anyway. 

Mr. Miner: I was not directly involved in it. I am just reporting 
to you what was reported to me. 

Mr. Reuss. Surely. Allright. Thank you. 

Mr. Lirscoms. In order to complete our record on this particular 
problem, I think it might be advisable that the committee determine 
when the room was engaged at the Conrad Hilton Hotel here in Chi- 
cago, so that we can complete the entire record, inasmuch as we have 
gone into such detail. 

Mr. Jones. The chairman will rule that everybody has been diligent. 
The committee and the Hoover Commission report people have made 
every effort to obtain the information. The committee made every 
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possible effort to inform everybody, like it did the committee. There- 
fore the question is moot. The people are here and they can testify. 
Who, where, and how we got here I think is insignificant now. The 
fact that we have you here is worthwhile. 

Mr. Manin. Thank you, sir. 

Mr. Jones. And anybody else. As I said earlier, however, we can- 
not engrave invitations and send them out. We have to do the 
best we can. So therefore I think the matter has been gone into 
most thoroughly and I do not sense that there is any need for pursu- 
ing the question any further. Therefore, thank you very much. 

Mr. Maury. Thank you for the opportunity of appearing. 

Mr. Reuss. How about Mr. O. N. dh, avgaard of Elk River, Minn. ? 
Is Mr. Gravgaard here ? 


STATEMENT OF 0. N. GRAVGAARD, HAWICK, MINN. 


Mr. Graveaarp. My name is O. N. Gravgaard of Hawick, Minn. 

Mr. Chairman, I will assure you that I will not impose on your 
time very much. 

Mr. Jones. W ill you have a seat, please ? 

Mr. Graveaarp. I do not wish to be repetitious. After listening 
to Mr. Wickard and my neighbor to the west, Mr. Nygren, I think 
I will just make some comments in genere alities. I understand there 
are several kinds of farmers—I happen to be one, and I am the kind 
that operates my own farm, and I have all my life. I live on a 
farm. I have been with REA since November 1935. That is when 
we set up our local organizations. I might comment that back m 
those days it was a little difficult to secure power. It seemed to be in 
short supply out there in Minnesota. Not only that, but the rates 
seemed to be quite excessive. 

At that time the best we could do anywhere from our municipality 
and our local county seat and also the utility was to 214 cents per 
kilowatt-hour. That, of course, delayed us considerably. It delayed 
us 214 years because we were not able to get our allotment through 
in Washington. 

I was down three different times and met with Mr. Carmody, who 
was the Administrator at the time. So about 1938 we organized what 
is known as the Rural Cooperative Power in Minnesota. I am also 
president of the board of directors of that organization. 

I might mention here that I am executive committeeman from 
the States of Minnesota, North and South Dakota, region 6. I am 
also director to our national NRECA from Minnesota. 

In region 6, comprising Minnesota and North and South Dakota, 
we have 347,000 members. Getting down more locally, we have 6 
distribution cooperatives, with our generating cooperative, and many 
problems present themselves as our load is increasing from 10 to 15 
percent per year. That poses the problem of where we must go to 
REA at various times for additional loans in order to keep our 
facilities in shape and up to date to serve our members with adequate 
power. 

I think in the electrical field it is so much different than any other 
power field. We have had experience up there with low voltage. 
Now, if we have a tractor or an engine that is inadequate and we do not 
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have enough power for it, it just stops. It cannot pull the load and it 
stops, and nothing happens. We had the same experience up there at 
the beginning of our association with low voltage, when many, many 
motors were burned out. Electricity seems to feed into the motors and 
it will burn them out. Our equipment suffered a great deal of damage. 

The thing that I am concerned with and worried about just a little 
bit is whether or not with this Hoover Commission task force rec- 
ommendation, we go to the private lending agencies for our financing. 
That is my interpretation of that recommendation. I just don’t see 
how we could possibly do that. We borrow this money from REA, 
from the Federal Government, with 100 cents on the dollar for our 
equipment, our poles, and transformers, and substations, and what 
have you. It is 100 cents on the dollar. I do not know of any private 
lending agency that would do that any more than they would loan 100 
cents on the dollar to buy a horse, a cow, or to pay your thresh bill. 

Mr. Chairman, I would like to present a little document that I think 
would pretty well spell out what I mean. May I do that? 

Mr. Jones. Yes. You may present the document. What is the 
document? It will not be made a part of the record. 

Mr. Graveaarp. You can keep out any part of my remarks you may 
wish to. 

Mr. Jones. We are not taking them out. It is just the proposition of 
putting them in. If it is extraneous matter there would be no need of 
doing it. 

Mr. Graveaarp. My point is here to spell out I do not think we in 
REA would be able to borrow this money from private lending 
agencies. I had an experience back in 1932, November 17, 1932, when 
we had a wonderful crop. My thresh bill was $200 that year. The 
prices were very low and very unfavorable. There is no need of me 
quoting those because this gentleman would not recall way back in 
1932 anyhow. 

Mr. Jonss. Off the record. 

(Discussion off the record. ) 

Mr. Graveaarp. Getting back to this document—and this can be 
off the record too—— 

Mr. Jones. No, it is on the record. I will explain it again to you. 
Making a document part of the record is not necessary because you 
will explain the significance and meaning of it. So you go right ahead. 

Mr. Graveaarp. I would like to do that, if I may. I tried at that 
time to borrow $200, and back in those days $200 was a lot of money. 
So I went to three private lending agencies, and here is what I had to 
give as security for that amount of money to pay my thresh bill. I 
will not enumerate it for you, but here are 7 horses, 18 cows, 1 Delco 
electric-light plant, a tractor complete with plough, a John Deere 
machine “and all other farm machinery now owned by said mortgagor, 
and 1 Willys-Knight sedan.” That is the amount of collateral T had to 
give. 

Mr. Jones. What was the interest rate on it ? 

Mr. Graveaarp. Six percent, it says here. 

Mr. Jongs. Six percent ? 

Mr. Graveaarn. Interest 6 percent and payable December 17, 1933. 
T could not pay it. Here are some of the reasons T conldn’t pav it. 

Back in those days I’m telling you it was quite interesting to he a 
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rugged individualist and a private initiative man. That is all I got 
or it. 

Mr. Jonzs. What is that ? 

— Gravanamn. That is a bunch of notes. Don’t you know what 
they are ? 

Mr. Jones. What do you mean, don’t I know what they are? I have 
paid off more than the Federal Government has paid. 

Mr. Graveaarp. These are personal notes. 

Mr. Jonrs. Personal? I have personalized them all. I thought 
I was the only fellow who paid interest in this country. 

Mr. Graveaarp. Well, my concern is very deep for the welfare of 
the REA cooperatives. I have worked in it so long. This was many 
years ago. 

To prove my statement further about getting 100 cents on the 
dollar, 3 years ago I decided I wanted a different tractor. It so 
happened after the early thirties I accumulated a little money and 
had a few bonds lying around, so I just took two $2,000 notes and went 
in the bank and said, “I would like to have a couple of thousand dollars 
for 6 or 8 months until these papers mature.” He said, “I can’t take 
that as collateral.” I asked why and he said, “It is not negotiable.” 
I said, “What do you want?” You know, before he got through I 
had to put up about $8,000 worth of personal property in order to 
secure $2,000. That was just 3 years ago. Now I am just wondering 
how the Hoover Commission recommendation on refinancing our REA 
cooperatives is going to work out. 

I understand ae I have heard here since I sat here today that. it 
was not in the recommendations, Then I have misinterpreted it. 

Mr. Jonegs. It is not in this recommendation. The recommendation 
you referred to is on the lending agencies. It is not in water resources 
and power. 

Mr. Graveaarv. Am I wrong in this thinking, that the recom- 
mendation is this: We go to private lending agencies for our money 
in the future to expand or heavy-up our REA lines? Am I mistaken 
in that? 

Mr. Jones. My recollection is that the recommendation on Govern- 
ment financing is that it does not say go to private financing; but 
we have got to get out of it. 

Mr. Lipscoms. That is about the size of it. This subcommittee only 
has jurisdiction to study the Hoover Commission Report on Water 
Resources and Power. The lending agencies I assume will be studied 
by some other committee of the House. 

Mr. Graveaarp. That was what I was mostly concerned about, 
because I couldn’t see where we could possibly go out in the private 
money market and secure the finances that are needed to heavy-up 
and improve our lines. 

Mr. Jones. Thank you very much. 

Mr. Reuss, do you have any questions? 

Mr. Reuss. No questions. 

Mr. Jones. Mr. Lipscomb? 

Mr. Lirscoms. No questions. 

Mr. Jones. Again let me thank you for coming such a great distance 
to give us the benefit of the testimony that you have submitted to the 
committee. 
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Mr. Graveaarp. I want to thank you, Mr. Chairman, for this privi- 
lege. I had a lot of notes, but it has already been covered. 
. Reuss. Mr. Walter Adams. 


STATEMENT OF WALTER Q. ADAMS, SECRETARY, CHICAGO 
DISTRICT WATERWAYS ASSOCIATION 


Mr. Apvams. With your kind permission, Mr. Chairman, I will read 
a brief statement. 

Mr. Reuss. Will you come up, Mr. Adams? 

While Mr. Adams is on his way up I would like to announce that 
the hearing tomorrow will be held in this hotel and on this floor, but 
it will be in dining room No. 2 of this hotel on this floor at 9: 30 tomor- 
row morning. 

Mr. Adams, will you identify yourself? 

Mr. Apams. My name is Walter Q. Adams. I am secretary of the 
Chicago District Waterways Association. 

As I said before, we were caught a little short on notice, and of 
course we understand the situation now and we do not hold any ill 
feelings toward the committee whatsoever. With your permission I 
would like to read this letter directed to Hon. Robert E. Jones, chair- 
man of the subcommittee of the House Committee on Government 
Operations. 

io Reuss. Do you want to sit down and make yourself comfort- 
able 

Mr. Apams. It will not take very long. I will just sit down and come 
right up again, but thank you very much. 


This is addressed to Mr. Jones at the Conrad Hilton Hotel, Chicago, 
IIL: 


Deak Siz: The members of the Chicago District Waterways Association have 
instructed me to advise your committee that our association is against the impo- 
sition of user charges on the inland waterways, including the Great Lakes, and 
that we will file an exhibit with the subcommittee giving our reasons and argu- 
ments therefor within 15 days. 

The Chicago District Waterways Association members are representatives of 
industries who use the facilities of the inland waterways. 

That is signed by R. F. Doepel, vice president. 

Mr. Reuss. Thank you very much, Mr. Adams. 

Mr. Max Cohen. 


STATEMENT OF MAXIM M. COHEN, GENERAL MANAGER, CHICAGO 
REGIONAL PORT DISTRICT 


Mr. Conen. My name is Maxim Cohen, general manager, Chicago 
Regional Port District. 
he Chicago Regional Port District is a municipal corporation cre- 
ated by the legislature of the State of Illinois in 1951. Its avowed pur- 
pose is the construction of adequate harbor and port facilities in Chi- 
cago. Despite many adverse hardships and kindred problems it has 
been able to culminate its first 4 years of existence with the successful 
flotation of its first revenue bond issue of $24 million. Construction 
work has commenced on the first phase of our new commercial and 
industrial harbor—Lake Calumet. 
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The city of Chicago, the original recipient of a grant from the State 
of Illinois to the entire bed and lands of Lake Calumet, granted a quit- 
claim deed to these premises to the Chicago Regional Port District. 
Thus it can be seen that a continuous chain of circumstances has kept 
this unique facility in the hands of the public through its successive 
owners. 

Lake Calumet is destined to become the largest and most important 
artificial inland harbor in the world. Situated as it is, it is the con- 
necting link between the inland waterway system of our midcontinent 
area with the deep water in the Calumet River, and thus gives every 
hope it can fulfill its niche in history. 

That lake itself embraces approximately 2.200 acres and with the 
acreage adjacent to it comprises all told about 4,000 acres susceptible to 
commercial and industrial development, an area that is probably un- 
matched anywhere in the world for its industrial might and com- 
mercial importance, 

The port, as stated above, is now engaged in its first phase of develop- 
ment. Others will follow in rapid order and will be developed as fast 
as is feasible and economically sound. This investment is one that can 
only be limited by the needs of Chicagoland, for the harbor must serve 
not only Chicago, but the metropolitan areas of Chicago, the State of 
Illinois, and contiguous territory thereto. 

The port district, as thus can be seen, has a deep and underlying 
interest in the sound perpetuation of the inland waterway system of the 
United States. 

All of us know that you cannot have a sound perpetuation of the 
inland waterways systems unless you use these systems, because when 
they are not used they silt up and become inefficient. Its members have 
seen through the last two decades the tonnage on these rivers mounting, 
and it has kept pace with the economic growth of our Nation. 

The board feels that one of the compelling motives for this growth 
has been the fact that these waterways, free as they are to all persons, 
have produced the means by which vast tonnages have been able to 
move at low economic freight rates. Hence along the banks of these 
inland waterways has sprung up an investment of hundreds of millions 
of dollars in industrial plants and facilities. We have never felt that 
it was possible to measure the economic value of one part of our Nation 
against another, feeling that all sections have their position in our 
well-being, and that all natural means of transportation should be 
advanced and improved, so that our people could take advantage of 
these economic routes, 

Neither does the board feel that land transportation, as such, has 
suffered by virtue of these inland waterway improvements, because 
it is axiomatic that as you increase the means of production and make 
more volume possible, that more and more interchange of goods and 
products—the end means of all this business—reflects itself in the car- 
riage of goods by all means of transportation. 

Traditionally we have felt it has been consistently the policy of our 
Nation, evinced by early agreements between our original States, and 
buttressed ever since by these understandings that our waterways— 
and by that I mean all of our waterways, regardless of whether they 
are inland routes, rivers or lakes—are traditionally free routes of tran- 
sit. This has been a sound policy because under it we have seen these 
remarkable advances made in waterway transportation. 
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The board further feels that water and land routes should not be 
compared because one is a free route and in other instances the others 
are private routes owned and controlled by private sources. Neither 
do 1 feel—and this is my own private opinion—that you have any 
justification in comparing our domestic inland waterway routes and 
Great Lakes with the St. Lawrence seaway, because one is an inter- 
national highway and the others are purely domestic routes. 

The board feels that waterw ays by their very nature and purpose 
differ from each other. In one instance you have broad marine high- 
ways available for large mass movements, and in the other cases re- 
strictions impose themselves for narrower channels and locks. Many 
other situations arise where the problems of flood control, erosion, and 
other elements, introduce themselves. Consequently it is our belief 
that factually it would be very difficult to evaluate where one situation 
ends and another commences. 

Here in Chicago we sit astride two great waterways. We are the 
second largest city in our Nation. On the one hand we have behind 
us and around us the vast inland waterway that any city can be proud 
of. Much of the tonnage coming through this waterway is commerce 
that has aided and will continue to be an important segment of our 
industrial background. If you impose tolls on public commerce you 

restrict such movements, because once these user charges are imposed 
it is impossible to visualize when, if ever, they will be released or low- 
ered. Thus a blanket descends on our waterway developments. 

Furthermore, we feel that the principle of exacting tolls on inland 
waterways is diametrically unsound because one toll can only lead to 
another, and it would not be too far distant when our vast commerce 
on the Great Lakes may be faced with the same user charges. (ne 
imposition, in our judgment, generally leads to another. 

The board respectfully directs your committee’s attention to the 
fact that nowhere in the United States are there any so-called natural 
harbors because, in fact, all harbors surrounding the United States 
must in some form or another receive Federal aid to make these har- 
bors safe for navigation. The harbors of New York, New Orleans, 

San Francisco, and all ocean harbors require constant dredging and 
maintenance. Certainly no one has ever stated that user charges 
should be assessed against the commerce entering or leaving these 
ports. 

The principle of user charges is the same, regardless of how you 
visualize their assessments on whatever development, because all water- 
way projects, harbors, lakes, rivers, and so forth, have been since the 
commencement of our Nation natural facilities controlled to some 
degree by our Government and for the use of all our people. 

The board is opposed to the establishment of tolls on our inland 

waterway system. It is of the opinion that such tolls would result in 
the impairment of our economic growth and that no sound purpose 
would be served by their imposition. 

The board further states that in our midcontinent area, served as it 
is by the finest system of rail, truck, and water transportation, that it 
is living evidence that all forms of transportation can exist and prosper 
side by side, each serving industry as they are best fitted. 

Furthermore, the board wants to call your attention to the fact 
that the Illinois River was first dev eloped into a navigable waterway 
by the State of Illinois and later completed by our Government. Con- 
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sequently the people of this State have had and do continue with a very 
healthy interest in this waterway. Certainly its turnover to the Gov- 
ernment must have been with some implied reason that it would con- 
tinue as a free route. 

We have also the spectacle of our sanitary district investing lar, 
sums of money in two channels that it is interested in—routes that all 
people use without prejudice. 

ow, finally, it is our belief—and I want to repeat again because 
we sit astride these great waterways—that our city is in the throes of 
a vast economic upsurge, and that anything, regardless of how small 
it is, which hinders this growth, can only result in a hardship. 

The board believes that the combination of the St. Lawrence sea- 
way and the culmination of the Cal-Sag, coupled with the finest land 
transportation in the world, is evidence that our community can and 
should be served by all of these transportation systems, and that this 
can be best evidenced by a perpetuation of the present toll-free marine 
highways. 

Mr. Reuss. Mr. Lipscomb. 

Mr. Lipscoms. No questions. 

Mr. Reuss. Thank you very much, Mr. Cohen. 

I understand there are a couple of gentlemen from Springfield in 
the back of the room, a representative of the Illinois State Depart- 
ment of Agriculture and one from the Soil Conservation Service in 
Illinois. I understand they will be here tomorrow. 

Are there any other out-of-town witnesses in the room now? If 
not, we will have the gentleman over here. 


STATEMENT OF NOAH WALKER, WILMETTE, ILL. 


Mr. Waker. Honorable Congressmen, my name is Noah Walker, 
1535 Walnut Avenue, Wilmette, Ill. I am appearing here to support 
recommendation No. 8 as Mr. Buckley supported it, and probably will 
not be able to support it in as colorful terms as he did; but I am ap- 
pearing as an individual and also in my personal capacity as an em- 
ployee of one of the country’s largest railroads. 

I am assistant general counsel of the Baltimore & Ohio Railroad, 
and also of the Baltimore & Ohio Chicago Terminal Railroad, with 
offices here in Chicago. 

I understand from what I have heard and seen in various publi- 
cations that my opinion does reflect probably the opinion of the 
railroad industry itself. 

I did receive very late notice of this Friday afternoon, so my remarks 
will be very brief. 

Reference has been made here today to the public and the people. 
I respectfully submit to the committee that the railroads are part of 
the public and part of the people. That I think can be shown rather 
vividly by an article and a picture in the April 23 issue of Traffic 
World, which is an independent periodical covering both rail and 
motortruck and water carrier news. 

On page 41 of that issue of April 23 there is an article stating how 
the school board business manager at Crown Point, Ind., requested 
that the quarterly tax payments be made early because the school 
system there was low in cash and the payroll] for the Hammond school- 
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teachers had to be met. As a result of that the railroads located in 
Lake County, Ind. —which, from what I heard this morning, I under- 
stand is the county in which the former Secretary of Agr iculture, Mr. 
Wickard, now resides—the railroads there paid their ‘taxes early so 
that the schoolteachers could be paid, and in the total amount of 
$1,135,000 for that period. 

With that background and with the fact that the railroads are 
very large taxpayers in this country, it is my opinion that recommen- 
dation No. 8 should be passed by the Congress, because without a 
user tax on the users of the waterways the railroads are deprived of 
and have siphoned away from them a very great amount of traffic. 

The second fact in that situation is that the railroads, in order to 
try to meet and compete on that traffic, find their rate structure has 
eroded to some extent. The further result of that situation is that 
traflic which is not susceptible to being transported on the inland 
waterways would then have to bear a greater share of the transporta- 
tion cost. 

Furthermore, I would like to point out we think that when the users 
of the inland waterways can use them without paying a reasonable 
user charge, it is subsidization of those carriers. 

I would refer the committee just briefly to several documents. No. 
1 is a document which was entitled “Public Aids to Transportation,” 
volume III, which was a report by the staff of the Federal Coordinator 
of Transportation. Also another treatise was The American Trans- 
portation Problem, by Harold G. Moulton & Associates, published 
by the Brookings Institute i in 1933. 

The third document is The National Transportation Policy, by 
Charles L. Deering and Wilford Owen, published by the Brookings 
Institute in 1939. 

A fourth is a report to the President of the United States by the 
Secretary of Commerce, dated December 1, 1949. Just from memory, 
I think that was Secretary of Commerce Saw yer to President Truman. 

Briefly, that is my position, and from what I have heard there 
is one point on which Mr. Buckley, as a representative of the truckers, 
and I are in agreement. 

Mr. Reuss. Hallelujah. 

Thank you very much for your very able testimony, Mr. Walker, 
and also for bearing with us to this late hour in the afternoon. 

Congressman Lipscomb ? 

Mr. Liescoms. No questions. 

Mr. Reuss. Thank you very much. 

Mr. John Staley. 

Mr. Sratey. Mr. Chairman, I was told it was agreed I would be 
called in the morning. 

Mr. Reuss. Oh, fine. We will be delighted to hear you in the morn- 
ing. Iknew you had been sitting here all afternoon. 

Mr. Srarey. Iam very patient. 

Mr. Reuss. I can see that. 

‘ ar Mantey. Mr. Chairman, I have a statement which will be very 
rie 

Mr. Reuss. Will you step up and identify yourself, sir? 
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STATEMENT OF JOHN J. MANLEY, PORT DIRECTOR, PORT OF 
CHICAGO 


Mr. Manuzy. My name is John J. Manley, port director for the 
port of Chicago. 

Mr. Chairman and honorable Members of Congress, there is very 
little that I can add to the eloquence of Mr. Maxim M. Cohen in his 
presentation to you. I am representing today officially the city of 
Chicago and I present to you the sincere regrets of His Honor, the 
mayor, who was invited to be here, but who could not come. I am here 
in kind of a humble position, representing the mayor. 

I might also like to state that I am here also in a private capacity. 
I happen to have a master’s license, unlimited tonnage, and also a 
pilot’s license for the Great Lakes connecting and tributary waters. 

Mr. Cohen had said that from time immemorial the waterways of 
these great United States had always been free—free of tolls and user 
charges. I echo those sentiments both privately and publicly for the 
city of Chicago. 

Gentlemen, it has been stated here by representatives of the railroads 
and representatives of the trucking industry that the waterways should 
be taxed both for user charges, and I presume they also mean for toll 
charges, for usage of locks, perhaps. But, gentlemen, the railroads 
perhaps and truckers perhaps have forgotten that there are, possibly 
since 1914, some billions and billions of ton-miles that these water 
carriers have given to them as their bread of life. 

Gentlemen, I briefly submit that there should be no toll charges; 
that there should be no usage charges levied against these great water- 
ways that have done so much for our country from the landing of the 
Pilgrim Fathers up to the present time. The waterways have proved 
themselves in our great emergencies. They have proved that they are 
the backbone of our country. Speaking of the Great Lakes alone, the 
coastal lines for our Great Lakes and coastal ports are twice the amount 
of the coastal ports of either the Atlantic and Pacific combined. The 
area for development that waterways can bring to these ports with the 
St. Lawrence seaway a reality istremendous. The prospective develop- 
ment for these shorelines of ours and the connecting tributary rivers is 
so great that the railroads and the trucking lines are indeed very 
shortsighted, knowing the history since 1914 of the tremendous tonnage 
which the waterways have given to them at no cost, I might add, to 
these same truckers and same railroads. 

I am sorry I do not have a prepared statement to give to the gentle- 
man on my left, but I thank you for the privilege of coming here. It 
has been a very enjoyable few moments for me. 

Thank you very much. 

Mr. Revss. Mr. Lipscomb. 

Mr. Lrrscomrn. No questions. 

Mr. Reuss. Thank you very much, Mr. Manley. 

Five o’clock is approaching and it is the custom to adjourn at this 
time. If there is a witness here whose testimony is brief and who 
cannot appear tomorrow, we will be glad to hear him. 

The gentleman in the back of the room. I think this will be the 


last witness for the day. Will you step forward and identify yourself, 
please ? 
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STATEMENT OF PATRICK J. CULLNAN, JR., SHIP CAPTAIN, GRAND 
PRESIDENT, LICENSED TUGMEN’S PROTECTIVE ASSOCIATION 


Mr. Cuttnan. My name is Patrick J. Cullnan, Jr. 

Mr. Reuss. Sit down and proceed, please, Mr. Cullnan. 

Mr. Cutitnan. Mr. Chairman, I appreciate very much this oppor- 
tunity to appear before your committee on rather short notice. My 
name is Patrick J. Cullnan, Jr. I am a ship captain, licensed as a 
master and first class pilot for the Great Lakes, connecting and tribu- 
tary waters. I am grand president of the Licensed Tugmen’s Protec- 
tive Association of America, A. F. of L. I also serve as vice president 
of the International Brotherhood of Longshoremen, A. F. of L., and 
secretary of the Maritime Trades Department of A. F. of L., Greater 
Chicago area. 

During the past several years I have also been a member of the 
Chicago Regional Port District Board, which is a governmental body, 
created by Illinois law, charged with certain responsibilities for port 
development. At present, I am vice chairman of that board. 

My statement here today will be concerned with the matter of tolls 
on navigable waters, because the 18 labor unions for whom I speak, 
namely : 

No. 374—Grand Lodge, Chicago, Ill. : 

Local No. 1, Duluth, Minn. 

Local No. 2, Chicago, Ill. 

Local No. 3, Ashtabula, Ohio 

Local No. 4, Buffalo, N. Y. 

Local No. 5, Cleveland, Ohio 

Local No. 8, Milwaukee, Wis. 

Local No. 9, Toledo, Ohio 

Local No. 10, Elberta-Frankfort, Mich. 

Local No. 11, Sault Ste. Marie, Mich. 

Local No. 12, Erie, Pa. 

Local No. 14, Sandusky, Ohio 

Local No. 16, Detroit, Mich. 

Local No. 23, Ogdensburg, N. Y. 

Local No. 24, Sturgeon Bay, Wis. 

Local No. 26, Muskegon, Mich. 

Local No. 29, Lorain, Ohio 

Local No, 34, Detroit, Mich. 

f igorously oppose ation No. ’ 
All are vigorously d to recommendation No. 8 of the report on 
water resources and power. 

We subscribe to the principle which has been demonstrated at pre- 
vious hearings of this committee and before other governmental bodies 
that the continued free use of the navigable waterways is essential to 
our country’s economic welfare, to the growth and expansion of its 
industry and to a high employment index. It has been shown that 
the transportation of bulk commodities and raw materials to industry 
by ships, and barges, is responsible for many industries which would 
not otherwise exist. The effect of the revival of navigation on the 
Great Lakes, New York State Barge Canal, ilinois River, Mississippi 
River, and its tributaries this past quarter century has been to better 
all of the people of this country, including competing forms of trans- 
portation. The savings in costs brought about by use of our Great 
Lakes and rivers are enjoyed by all of the people in many ways. 

Along the banks of the Illinois River and its connecting channels 
I have seen the industries commence since that depression day of 1933 
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when the waterway was opened. Gentlemen, I worked on a tugboat 
here in Chicago in 1933 that handled the first barge after the opening 
of the Illinois Waterway. Coal to the generating plants, sulfur for 
transshipment by lake, grain arriving and stored by the billions of 
bushels, petroleum products, sand, gravel, cement, steel—and many 
other things have brought about better employment, better living 
conditions for us all. A great increase in employment and in retail 
trade was brought about by the use of these waterway improvements 
and these increases are continuing as further improvements, such as 
the Calumet-Sag Channel and the Calumet Harbor development go 
forward. 

Not only do we consider it sound economically and socially to con- 
tinue present transportation policies, but it would break a precedent 
existing from American colonial times to levy tolls or user charges. It 
would not only break precedent, but be a breach of faith, and would 
violate, in our opinion, constitutional guarantees. I need not men- 
tion at this stage of the game that I am not a constitutional lawyer, 
but as a child I read of the Northwest Ordinance as every schoolboy 
did, and then about high-school time, we learned about the commerce 
clause, and that preference should not be given to commerce of one 
State over that of another. 

Perhaps we would forget these things, but proposals such as recom- 
mendation No. 8 are stirring up the people to dig out dusty treatises 
on constitutional law. We consider that the continuation of free use 
of waterways is also a matter of good faith. 

Thank you, gentlemen. 

Mr. Reuss. Mr. Lipscomb. 

Mr. Lrpescoms. No questions. 

Mr. Reuss. Thank you very much, Mr. Cullnan. 

I want to thank all of you who have helped the committee this after- 
noon. 

This subcommittee now stands adjourned until tomorrow morning 
at 9:30 a. m. in dining room No. 2 on this floor of the Conrad Hilton 
Hotel. 

(Whereupon, at 5 p. m. the hearing was adjourned until 9 a. m. the 
following day, in dining room 2, third floor, Conrad Hilton Hotel, 
Chicago, Ill.) 
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COMMISSION ON ORGANIZATION OF THE EXECUTIVE 


BRANCH OF THE GOVERNMENT 
(Water Resources and Power Report) 
Part 9—Chicago, Ill. 


TUESDAY, NOVEMBER 22, 1955 


Hovse or RerreseNTATIVES, 
SpEcIAL SUBCOMMITTEE ON WarTER ReEsOuRCES AND POWER 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Chicago, Jil. 
The special subcommittee met, pursuant to adjournment, in dining 
room No. 2, third floor, Conrad Hilton Hotel, Chicago, LIl., at 9:30 


3a. m., Hon. Robert E. Jones, Jr. (chairman of the special subcom- 
= mittee) presiding. 


Members present: Representatives Jones, Griffiths, Reuss, and Lips- 


comb. 


Also present: William C. Wise, staff director; William L. Sturde- 


§ vant, staff member; and Robert Morris. 


Mr. Jones. The subcommittee will come to order, please. 
Mr. John R. Staley. I understand Mr. Staley will be here later. 
Mr. J. K. Kyle. 


STATEMENT OF J. K. KYLE, EXECUTIVE SECRETARY, WISCONSIN 
ASSOCIATION OF COOPERATIVES, MADISON, WIS. 


Mr. Kyiz. My name is J. K. Kyle. I am executive secretary of the 


7 Wisconsin Association of Cooperatives, with offices in Madison, Wis. 


The association is a federation of nearly 350 Wisconsin cooperative 


} associations of all types. Nearly half of our member associations are 
} engaged in furnishing fertilizer, feed, and other farm supplies to 


Wisconsin farm families. All of our farm membership has a direct 


' economic interest in the proposed high-level Federal dam at Hells 


Canyon on the Snake River. All except one of the rural electric coop- 
eratives of Wisconsin are members of our association. Most of them 
have a direct economic stake in continued low-cost transportation of 
coal to generate their own electric power at steam plants owned by their 
cooperatives and located on the Mississippi River. 

Therefore we are interested in opposing any of the recommendations 
of the Hoover task force or Hoover Commission which will disturb the 
present orderly development of Federal power projects as Congress 
passes on each one of them on its individual merits. 

To explain our answers further, Wisconsin farmers through their 
regional cooperatives own a portion of the important phosphate beds 
in southern Idaho. There are two main sources of phosphate rock in 
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the country, the other being in Florida. There are two methods of 
processing phosphate fertilizer. There is the so-called wet sulfuric 
acid and the electric-furnace process. The acid method makes possible 
only 48 percent phosphate. The electric furnace will make highly con- 
centrated 65 to 67 percent fertilizer. By shipping the highest concen- 
trated form of fertilizer, our cooperatives can cut freight cost an 
average of $6 per ton. 

Studies released by the Bureau of Reclamation and Bonneville 
Power Administration indicate the power from a high-level dam in 
Hells Canyon can be supplied for phosphate processing at a cost not 
to exceed 3 mills. The estimated cost of power if developed by private 
profit companies in a harnessing of the river is 7 mills. Each increase 
of 1 mill in the cost of electric power increases the cost of concentrated 
superphosphates at the plant $2.10 per ton. The difference between 3 
mills and 7 mills for power, therefore, amounts to $8.40 per ton. 

There are additional economies, if the low power rates are available 
to produce the higher grade phosphate fertilizer, in the processes of 
mixing, bagging, and handling. 

The high-level Government dam at Hells Canyon is important also 
because of the variation in the concentration of the phosphate deposits. 
Only about one-third of these deposits are in the highly concentrated 
range from 30 to 34 percent. The sulfuric acid process can only be 
used on this type. The electric-furnace process can be used to process 
the major portion of all the rock in the area including the lower con- 
centration ranging from 20 to 30 percent. 

Wisconsin farmers affiliated with our co-ops are interested in con- 
serving their land for the benefit of future generations. Differentials 
ranging from $8 per ton upward may often determine whether or not 
a farmer can afford to follow good soil-conservation practices. The 
phosphate beds and running water in our rivers are natural resources 
which belong to all of us. We hope the various recommendations of 
your committee will preserve these natural resources for the benefit 
of all. 

John Madgett, manager, Dairyland Power Cooperative, is present- 
ing a detailed statement to the committee on the increased cost of coal 
needed for farm co-op production of electric power if the toll plans 
for the Mississippi River are put into effect. Our rural electric co-op 
members have literally pulled themselves up by their bootstraps in 
the furnishing of electric power to themselves on the farm. On be- 
half of our rural electric members, we urge the committee to reject 
the user charge proposals. 

Mr. Jones. Thank you very much, Mr. Kyle. 

Mrs. Griffiths ? 

Mrs. Grirritrus. No questions. 

Mr. Jones. Mr. Reuss? 

Mr. Reuss. How many rural electric cooperatives are there in 
Wisconsin ¢ 

Mr. Kyixz. Roughly 26 or 27. 

Mr. Revss. Of whom all except one, I think you testified, are mem- 
bers of your association ? 

Mr. Kytz. That is right. 

Mr. Reuss. Where do they get their power from in terms of whether 
it is public, or private, or cooperatively owned producing facilities? 
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Mr. Kytx. A great majority of them are served by their own gen- 
erating plants, operated by the Dairyland Power Cooperative in La 
Crosse, Wis. I think it issome 19 or 20. 

Mr. Reuss. How about the other 6 or 7? 

Mr. Kytx. One buys its power through a municipal plant and the 
rest purchase from private power companies. 

Mr. Reuss. Wisconsin Electric Power ? 

Mr. Kyte. Mr. Sullivan, who follows, can give the exact figures. 
Iam giving approximate figures. 

Mr. Reuss. Thank you. 

Mr. Jones. Mr. Lipscomb. 

Mr. Liescoms. No questions. 

Mr. Jones. Thank you very much, Mr. Kyle. 

Mr. Walter Lassen of the South Dakota cooperatives. 

Mr. Wise. He will be here this afternoon. Mr. James Sullivan 
is here. 

Mr. Jonrs. Mr. James S. Sullivan. 

Mr. William Christiansen of the Northern Illinois Coal Operators 

Association. 
Mr. Charles Stadell of the Illinois Coal Traffic Bureau. 
Mr. Butterfield. 


STATEMENT OF JOHN BUTTERFIELD, FARMER, PANA, ILL. 


Mr. Burrerrrevp. I am John Butterfield, farmer from Pana, Il. 

Mr. Reuss. Where is your home? 

Mr. Bourrerrtetp. Pana, Ill., is where the water starts to run 
westerly toward the Illinois River and easterly toward the watershed. 
It is located 30 miles west of Decatur and 200 miles from here. 

I am here as a private citizen, entirely paying my own expenses. I 
am interested in government, but specifically in regard to water 
resources. 

I would like to discuss this from the aspect that I have been inter- 
ested in for many years. That is the soil-conservation concept. I 
would like specifically in the end to address my remarks to recom- 
mendation No. 6. So that we will get the text straight immediately, 
I would like to recommend that you do not follow the recommenda- 
tions of No. 6 if it applies to the watershed project that you Con- 
gressmen have been interested in under Public Law 566. 

There are several things in the report that I would like to use as 
background. I do not believe I will take them chronologically, but 
I would like to start by going into the basic contexts which are given 
on page 65 of the report, which, as I see it, more or less points out 
what the committee considered to be the important background on 

flood control and organization. 

I find nothing on the entire page 65 that is related to the matter 
of water where it falls. As you know, 95 percent of the water re- 
sources and power resources falls on farmland in America. It is a 
case of how it is handled at that level that has something to do with 
it all the rest of the way down. 

We people who have been interested in soil conservation— and I 
speak as having been honored by serving on my local soil-conservation 
district and, as the record should show, the soil-conserv ation districts 
are empowered by the individual States of the Nation in which there 
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are locally elected directors who have been cooperating with the Fed- 
eral division of the Soil Conservation Service of the Department of 
Agriculture, under such leaders in the Soil Conservation Service as 
Hugh Bennett, and in the Soil Conservation District Association with 
people like your Francis Lindsay, of California, and Clair Gass, and 
some of the people you know well in your area, and Alf Larsen in your 
area. We could go on across the picture. 

These are the leaders who have been in this movement of relating 
water where it falls to the ultimate problem of water. 

I lately had the opportunity of serving on a committee for the last 
year and a half in yaaaaaieiien revisions in Illinois law to comply 
with the headwater development of Public Law 566, the Watershed 
Act. The report of the Hoover Committee, as I mentioned from page 
65—if I may use the term Hoover Committee for the Commission 
on Organization of the Executive Branch of the Government—pays 
no attention either in regard to the people who were on the committee, 
or the people who have had much opportunity to do much testifying, 
as I have been able to find out in regard to this situation behind the 
flood-control projects on the big streams. 

In Illinois we are confronted with a problem which Mrs. Lunde 
pointed out yesterday, but on which she pointed to the northern end 
of the State, in which we have shale deposits bringing water down 
from Wisconsin. It does not apply when we go to the midstate area. 
We are confronted with a proposition of our entire economy outside of 
small projects of water retention, where we do not have a large project 
within 50 miles away, but we have to depend on water from shallow 
sources which have been refilled by penetration from the soil itself on 
the farmland, or by retention structures of a small size for the urban 
communities which cannot depend on a water source downstream 100 
miles away. 

There is no water charging that can take place at our water-table 
level from a structure which is at a much lower level, because we are 
using it from a higher structure. So that we in the soil-conservation 
work would like to have you very definitely spend some time consider- 
ing the absence of anything in the report bearing on the necessity of 
water infiltration at this lower level and proper soil-conservation prac- 
tices. 

In the Jast few years we have been working on the watershed project 
which is a case of the water that does not penetrate the soil. As you 
know, however, the watershed project—first you had the pilot Water- 
shed Act in 1954, I believe, with Public Law 566. It took away the 
responsibility of the Federal Government paying very much for these 
projects, but it put it on a State, local, and Federal basis. In the 
development of the local basis most of the cost of this small watershed 
project is borne by the local people, with the engineering service aided 

y the Soil Conservation Service, with which we have been operating 
in agreement. 

The interesting thing about it is the fact that the reasoning behind 
the recommendation No. 6 seems to be rather conflicting. You find on 

age 71 under subsection (a) the fact that the Soil Conservation Serv- 
ice has underestimated the cost of flood-control projects. Then under 
(5) the Soil Conservation Service is criticized because they have over- 
estimated the damage. That isa rather interesting thing to me, to find 
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we are criticizing a group that is cognizant of the fact that the flood 








































Fed- 
nt of damage including the entire area is ‘overestimated by as high as four 
ice as times, -and then they turn around and underestimate on these projects 
with the cost that they assumed it could be done for, which would be a saving 
, and to the Federal Government, and they are to be condemned on those two 
vour levels and they recommend that they do not have any part in this 
3 development of the upper water control. 
ating I do not want to burden you long with this report, but I would like 
to have an opportunity of having you know, and if there are any ques- 
slast | tions I would like to discuss them with you. I hope my point is well 
mply @§ enough taken, but being interested in this subject and having spent my 
‘sshhed | own money, which is kind of an interesting thing, because sometimes 
page || youlearn what spending your own money means. Yesterday morning 
Sion | I had a rather interesting experience. I made the mistake that some 
pays ; people do. I made the mistake of forgetting to bring my razor. So 
ittee, | it was necessary to go to the barbershop to get a shave. When I find 
ying it costs me a dollar and a half to get a shave and I found out if you 
l the were gointo do these things at your own expense that you needed to 
be operating at about the size that you are in a 50-percent income-tax 
inde bracket, and I found I had to have $3 to pay $1.50 for a shave, and it 
end takes 6 bushels of oats at the pr ice I get out of them on the farm to end 
own up being able to buy a shave in C hic ago, and 6 bushels of oats is one- 
rea. 8 sixth of the income from the average yield of oats on an acre of land 
leof §§ after you have done all of the work on it. So you can understand how 
ject | some of us in agriculture are beginning to be mixed up, and some of us 
llow working on soil-conservation projects are wondering if the financial 
fon & aspect 1s not as important almost as some of the other aspects of it. 
ban | However, in Illinois, as I have mentioned, I have had the honor of 
100 | serving for the past 2 years on the revision of some State laws with 
recommendations in respect to this program, and have been attempting 
rble ; to develop, and all of us have been attempting to develop a three-way 
are program of State, local, and national participation as it is embodied:in 
tion the watershed idea. Out of it we have revised some laws in I]linois 
ler- 4 known as House bill 239 on which we have had some very able assistance 
7 of from the Department of Agriculture and the State. 
rac- We have at your meeting today Mr. Andy Ormiston, whom I hope 
q you will listen to a few minutes in telling you of the work we are 
ject . doing in this interrelated thing. When we have made as much head- 
you way on the local level working with the soil-conservation people on 
fer- our projects, and made as much headway as we have at the State level 
the in the coordinated Federal-State-local coordination, and when you 
ese have made headway as representatives in Washington in facing up to 
the 3 the situation of your watershed bills, I feel it is one of the key things 
ed ; we must not disrupt, regardless of the fact that the Hoover report as a 
led 3 whole I do not want to attack, because I find under recommendation 
ing : No. 1 that there are many things that tie right in with our idea. 
That is the coordination we speak of bringing in and trying to co- 
nd ordinate these things. But I think there is a lot of difference between 
on coordination and one outfit running everything. 
rv- ; Saying we should coordinate it is doing away with things like the 
ler Soil Conservation Service helping in engineering projects of this type. 
er- I thank you and it has been a pleasure to be with you. 
nd 3 
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Mr Jones. Thank you, Mr. Butterfield. 

Mrs. Griffiths ? 

Mrs. Grirritus. No questions. 

Mr. Jones. Mr. Reuss. 

Mr. Reuss. I would like to ask you, Mr. Butterfield, just what are 
you and your local people down there near Decatur doing about water- 
shed control, and what effect does that have on your water table prob- 
lem, and how would what you are doing now, or what you would like 
to do, be adversely affected by the adoption of the Hoover Commis- 
sion recommendations? 

Mr. Butrerrtep. I think, Honorable Mr. Reuss, in the development 
of the past legislation that you people have been active in in Washing- 
ton, it has been a case of getting respect for the other people you are 
working for and you are working with. It has been a battle of trying 
to get the feeling of responsibility where water falls. Then it comes 
into the coordinated responsibility that comes from it. We are making 
specific headway, on which I hope you will listen to Mr. Ormiston tell 
you of the legal developments. It was only passed in the last session, 
and we have 2 or 3 projects in the hopper now. But I can’t draw you a 
blueprint and say it is the place we are starting on a job which we 
hope will develop the watershed. 

That, of course, goes back to the recommendation No. 1, which says 
this should be on a watershed level. 

We are attempting under this law to coordinate directly to develop 
the watershed and infiltration and take care of the water on that. You 
see, floods don’t start downstreams, but they start where that drop of 
water falls, and they build up with the other drops of water. Then 
also in regard to water sources downstream you have as a result of in- 
filtration at that level both watershed replenishment and also stream 
runoff replenishment, which is a rather rapid runoff. 

The most important thing we are attempting to do is getting actual 
understanding of the water responsibilities and water relationship, 
and to develop the interrelationship of your Public Law 566. 

We have set up the implementing legislation which we didn’t have 
before at all, whereby we can develop small watershed projects for 
small water retention dams, which is the headwater dams that were 
spoken of, it seems to me. 

Maybe my interpretation is wrong, but No. 6 mentions the headwater 
dams and flood control. Since this thing under 566 says half the area 
has to be under soil conservation agreement, we feel the small water- 
shed development should be coordinated with the service, rather than 
part of our coordinating with the service and another part coordinat- 
ing with another group. 

I wish I could tell you we have replenished all of the water stocks, 
but we have not. 

Mr. Reuss. I knew you you were just starting, but I would like to 
understand the exact nature of the projects which are now in the hop- 
per. Are you going to plant trees? 

Mr. Butrerrretp. Yes. That is the whole answer. We are going to 
do some of everything on it. The projects which we will set up for a 
control on this watershed project will be every one of the conservation 
techniques. And since that project in many cases will include dams of 
many types, we don’t say that the other part enters into it, since it 
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merely says headwater structures. But the engineering, which has to 
do with ee from damages clear on down to dams on the small 
projects, is a coordinated thing, we feel. It means all of the conserva- 
tion practices. 

To show you how far we are interested as citizens, it is even up 
for a vote of the electorate in the State of Illinois next year. That is 
the matter of amending our constitution. One of the things in it 
is the opportunity of changing the tax rate on grades of property 
on land that will be put back into trees. Many States have it, 
but in Illinois de do not have it. 

To answer your question, it is even going into the revenue thing, 
so that land which is reforested will be put on a classified tax rate 
when there is no income on it. Then going on down, we have all of 
the other soil-conservation practices with increased infiltration, but 
along with the construction of headwater dams to attempt to pre- 
vent part of the runoff which cannot be retained with all of the 
other soil conservation practices. 

Mr. Reuss. With all of these conservation practices, which I take 
it include contour plowing and liming and terracing and tree 
planting 

Mr. Burtrerrretp. And covering crops that will put more cover 
crops on the land. 

Mr. Reuss. And the building of earth dams and other retention 
dams. 

Mr. Burrerrtevp. That is right. 

Mr. Reuss. Tell me how that is going to recharge the water table. 
I am sure it will, but I would like to understand the geologic process 
by which it comes about. 

Mr. Burtrerrietp. The entire water table of this country is based 
on either being recharged from subterranean gravel beds or streams. 
It is all recharged from water that falls. Some of it is recharged 
directly from the source where the water falls on the land, and there 
are some gravel beds, like I believe you mentioned yesterday in 
the testimony, that they were going to recharge in Wisconsin by 
drilling wells and recharging them in a secondary position, which 
is being done in Peoria. But as a whole it is only a minor thing. 
The recharging has to take place more or less where the water 
falls. 

Mr. Reuss. How does that come about? You retard the runoff, 
of course ? 

Mr. Burrerrtretp. That is right. With infiltration and soaking. 
But with the normal state of the land—we mistreated it by our farm- 
ing practices, where we have ruined the soil over many years. I 
am sure our good Alabama friend can do a better job than I can from 
the area he is in. 

Mr. Reuss. How deep are aquifers in that area ? 

Mr. Butrerrie.p. In our area we are in an area that is very shallow. 
We are running at about 30 feet as a whole. That means as you 
go downstream to a 30-foot level for a big retention you cannot 
recharge that. 

Mr. Reuss. So you can get a direct percolating down then? 

Mr. BurtrerrietpD. We have our operation area trying to keep the 
water on the ground where it falls instead of having it run off. 

Mr. Revss. You are very fortunate in having that type of recharge. 





es ee 





1754 ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 


Mr. Burrerrterp. In the last 4 years we have been very unfortunate 
because the recharging has been not too good. But on my own indi- 
vidual farm we operate under the concept that if my farm is not in 
as nearly good a shape at the end of the year or in a better shape 
at the end of the year than it was when the year started, I am failing 
in my business of farming. I have had sniutnty no drop in the 
level of water on my farm in the last 3% years. I am not saying 
we are going to keep it that way. But we have been in a drought 
area and there has been a difference in farm income. I try to keep 
the water on the land and recharge it even at a shallow depth at 
which plant roots go to. We are not only deficient in the amount of 
rainfall we have as a total, but we have not been able to get in 
many areas the amount that we have got. 

Mr. Reuss. I certainly approve of your concept that you are a 
trustee of the soil on your oes for people who are not around yet. 

Mr. Burrerrrep. They are going to be there in the next generation. 

Mr. Reuss. I am glad there are a lot of other people who do have 
that concept also. 

Mr. Burrerrretp. Most of us who are working in the Soil Conser- 
vation Service are that kind of dedicated people. We get nothing out 
of it and we all pay our own way, but we think it is good for the 
country. As Mrs. Lunde said, it is a pleasure to serve in those 
capacities. 

{r. Reuss. Thank you. 

Mr. Jones. Mr. Lipscomb? 

Mr. Lrpscoms. No questions. 

Mr. Jones. Mrs. Griffiths? 

Mrs. Grirritus. Who decides where dams are going to go? 

Mr. Burtrerrrevp. In this new development under Public Law 566, 
in which it said that the States had to cooperate—Are you acquainted 
with that, Mrs. Griffiths? 

Mrs. Grirritus. Some of it. 

Mr. Butrerrrecp. In the law you realize there are several things 
that put it right back in local hands. It is not taken to Washington, 
but merely puts most of the responsibility in local hands. But it ties 
the State to saying two things. First, local authority has to be given 
for the rights of the State and, second, the aspect must be developed 
that the State should accept part of the responsibility. The law spe- 
cifically says half of the land in the territory that can be in a water- 
shed project has to be under soil-conservation plans or practices. Sec- 
ond, any project has to be agreed to by the proper State agency, and 
if not, by the governor, which is, of course, one of those things that 
has to be done. 

So in Illinois we found ourselves in a position where we needed 
some aid on it. In Illinois you would have three different groups. 
The group that is going to be the administrative body is made up of 
locally elected people. You will have the State, which will have a 
department saying whether that would be recommended as part of a 
future project in which they would depend on their engineering serv- 
ices, but both of these groups would depend on the contract relation- 
ship and engineering service with the Federal Soil Conservation 
Service, and only in an advisory capacity with absolutely no authority. 

Mrs. Grirrirus. Does the local group have the power of eminent 
domain ? 
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Mr. Butrerrie.p. I am getting over my head into this and I hope 
Andy will tell you of his relationship. We do. We felt there comes 
a time when the work of all has to supersede individual stubbornness, 
let_ me say, or lack of individual thinking. We have taxing rights 
and eminent domain. 

Mrs. Grirritus. And then who pays? 

Mr. BurrerFievp. The people in the watershed. That comes into 
the situation where we do not include urban people in ours because 
there was a lot of feeling they could enter into contract relationships 
with us, but feeling most of these activities were in the land itself we 
would rather leave it in the landowners’ hands by not having it forced 
onthem. Weare rather proud of it and I would like to have an oppor- 
tunity for the committee to see what we have done. 

Mr. Jones. Thank you very much, Mr. Butterfield. 

Mr. Ormiston. 


STATEMENT OF ANDREW ORMISTON, ASSISTANT TO THE DIRECTOR 
OF AGRICULTURE, STATE OF ILLINOIS 


Mr. Ormiston. I am Andrew Ormiston. I am assistant to the di- 
rector of agriculture, State of Illinois. 

I think, to get to the point very quickly, what we are concerned about 
is that all of this engineering is turned over to the Army engineers. 
Are they going to be concerned with the small farm watersheds or 
small watersheds in the State of Illinois? It appears in the past they 
have been interested in impounding large bodies of water aa in regu- 
lating navigable streams. 

We will be perfectly satisfied if the Army engineers are assigned 
to these conservation projects in the States and will come in and help 
us, as Mr. Butterfield has said, on the local and State level, to co- 
operate with the authorities in these areas, and help us in our projects 
on the small watersheds. I think we can boil it down to that. 

We just do not quite understand in this recommendation if that is 
the proposition or not. We have during the last session passed a bill 
authorizing the districts to organize subdistricts in the watershed 
areas. Under our State law we have 102 counties, and I think under 
the law 97 or 98 counties have organized into soil-conservation dis- 
tricts. But watersheds do not respect county lines. In the original 
law they had no taxing power and no power of eminent domain, so 
they were rather helpless. As I say, in this last session we passed a 
bill or amended our bill so that subdistricts could be set up on a water- 
shed basis which might include several districts and which will include 
the same officers or same directors. They have a taxing power which 
the people may vote upon themselves, and thereby get enough money 
to participate under Public Law 566 with the Federal Government. 

We certainly would welcome the Army engineers coming in and 
helping us set up our projects and helping us operate in whatever 
fashion is necessary. If we get that cooperation we will be perfectly 
happy in Illinois. We do not quite understand under this recom- 
mendation just what the Army engineers are supposed to do. We are 
not criticizing the recommendation at all, but we just do not quite 
see how far it is going. 

Mr. Jones. Mrs. Griffiths? 
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Mrs. Grirrirus. Maybe the people who wrote the recommendation 
are not too certain of how it is set up, either. Maybe that is the rea- 
son for the lack of clarity. 

Mr. Ormiston. I might say I was at a meeting in St. Louis, I be- 
lieve last fall sometime, and the Army engineers were present. Some 
of the people there gave them quite a rough time. They said at that 
time that they were very anxious to cooperate on these small water- 
sheds. I can’t say who they were and I do not know their names, but 
some representatives from the Army engineers were there. 

We do not want to be unduly critical and, in fact, we do not intend 
to be at all, but we do not quite understand. We are interested in these 
projects Mr. Butterfield sencctind, and we want the cooperation on 
the local, State, and Federal level. 

Mr. Reuss. Have you ever heard the suggestion made by the Army 
Corps of Engineers that they want to take over? 

Mr. Ormiston. That is what I say; down in St. Louis some repre- 
sentative from the Army engineers said they were very much inter- 
ested and wanted to know what the farm people wanted, and wanted 
to cooperate. 

Mr. Reuss. But that report you give is not that the Army engineers 
wanted to take over the upper watershed aspect of river control, but 
that they wanted to continue the present system whereby the Soil 
Conservation has to do with smaller works up on the watershed and the 
Army engineers continue to be concerned with the more massive devel- 
opment when the river gets bigger downstream. 

Mr. Ormiston. I would not say that. 

Mr. Reuss. That is what I gathered from what you reported. 

Mr. Ormiston. I really do not know that they have participated in 
the small watersheds, like going out on a farm, like Mr. Butterfield’s 
farm, and helping to set up the engineering to tell them what they 
should do. I don’t know that they have. 

Mr. Reuss. I think our minds are not meeting here at all. 

Mr. Ormiston. Maybe I do not understand you. 

Mr. Reuss. Let me see if I can express myself more clearly. 

The Hoover Commission report recommends that all aspects of river 
control, including upstream watershed control, be lodged in the Corps 
of Engineers. I take it it was that recommendation which Mr, Butter- 
field objected to and which I gather you are at least uncertain about. 
My point was this: So far as I know, the Army Corps of Engineers 
have not objected to the current division of responsibility between the 
Soil Conservation Service and the Army Corps of Engineers. The 
Army Corps of Engineers has not asked for jurisdiction over smaller 
upstream developments. 

My question to you is, Is that not your understanding of it? Have 
you ever heard the Corps of Engineers come in and say, “Look, we 
want to take over these smaller retention structures upstream” ? 

Mr. Ormiston. I do not thing that has been done, to my knowledge. 

Mr. Lirescoms. On page 71 of the report the Hoover Commission. I 
believe, bases its recommendation on the fact that the Corps of Engi- 
neers has a large engineering group with lots of engineering compe- 
tence, and that the Hoover Commission felt it was undesirable to have 
another large engineering organization. That was the basis of their 
recommendation. Then in their recommendation all that they recom- 
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mended was that the construction of headwater dams in the flood- 
control program of the Soil Conservation Service be transferred to the 
Corps of Engineers. 

You do not disagree with the Hoover Commission report on the 
Corps of Engineers? 

Mr. Ormiston. No, not at all. We just want to take the position they 
come in with us and help us out. 

Mr. Lipscoms. What you are concerned with is, they do not put 
enough emphasis on the rest of the program. 

Mr. Ormiston. That is right. 

Mr. Lipscoms. That the Soil Conservation Service is interested in. 

Mr. Ormiston. That is right. We would like for the record to show 
we are interested in and we are perfectly in accord with this sugges- 
tion, but we want it to extend further perhaps than it has in the past. 

Mr. Reuss. Will you tell me what you mean by that? I do not 
understand that sentence. 

Mr. Ormiston. My understanding is that the Corps of Engineers 
has taken on large projects of impounding water and dredging 
streams, and so on. 

Mr. Liescoms. Will the gentleman yield? 

Mr. Reuss. Yes. 

Mr. Liescoms. They also go further than that and construct flood- 
control projects on streams that do not even have water in them some- 
times. 

Mr. Ormiston. That is true. But the point we are making is we 
are interested from the soil-conservation standpoint in going back 
on the farm and starting at the headwaters with smal] dams, and com- 
ing on down, rather than having large dams. We are not disagreeing, 
and maybe that is the plan. Wedo not know. That is what we want 
it to be. 

Mr. Reuss. Whom do you want to be—— 

Mr. Ormiston. To help us out on the farm on the small watersheds 
at the top with small earthen dams, and down the streams, and not 
these great, big dams down the river, for instance. 

Mr. Reuss. But the Hoover Commission is concerned with who is 
to do this—the Soil Conservation Service or the Corps of Engineers. 
Who in your opinion should do it ? 

Mr. Ormiston. You want my recommendation on that ? 

Mr. Reuss. Surely. 

Mr. Ormiston. We do not care who does it. If it is going to be 
turned over to the Corps of Engineers, we want them to extend that 
service to these remote areas and not confine it to the large streams. 
That is what we are asking. We don’t care who does it. If it is turned 
over to the Corps of Engineers, fine—if they will extend that service, 
which to my knowledge has not been extended that far. 

Mrs. Grirrirus. You want someplace in the Federal Government 
the authority to act and the responsibility to act, to give some advice 
and expert assistance. 

Mr. Ormiston. That is right. 

Mr. Reuss. Under present law the Soil Conservation has that job; 
has it not? 

Mr. Ormiston. That is right. We don’t care whether Soil Conser- 
vation keeps it or not, just so we get the service. 
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had a flood in New England. But the fact that the soil has gone down 
from a lot of farms in Missouri because of poor land practices and 
failure to contour and terrace and other practices on the land, results 
in small losses every year. They are only about 1 percent. It is not 
something you can get very violent about. But it is a loss which is 
never recovered. The flood damage is something we recover from 
amazingly quickly. 

But in our studies we found out building the smaller dams—and 
on the Nemaha Basin I tried to build them as small as I could and get 
them down to where you are getting a dollar back for a dollar invest- 
ment, and I couldn’t get dams in agricultural areas which were much 
under 10,000 acre-feet and have them be self- -supporting. 

Now, where you have urban areas to protect like in Los Angeles, you 
can justify small dams because you have a lot of value below them 
and they are more or less catching mud rather than water. But that 
has been my experience with the small dams. 

We are working very closley with the Soil Conservation Service in 
the studies we are making now. We are waiting on some of the others 
on the Red River, and we are waiting for their recommendations 
before we go ahead with the report. 

Mrs. Grirrirus. How long do you expect the small dams to take 
to pay off? 

General Berrigan. I am looking for how much water they hold and 
how many acres they take, and how much land. Of course, in a lot 
of places you see it is worthless land that is not good for anything, 
but you have the cost of the structure and the work and the cost of the 
spillway. There is nothing worse than having designed them and 
see them fail one after another. They have to be properly designed 
and if so, the cost per acre-foot of storage is pretty high. 

Mrs. Grirrirus. You heard the two preceding witnesses; did you 
not ? 

General Berrigan. Yes, Ma’am. All of them. 

Mrs. Grirrrrus. If you had to take over this responsibility as 
recommended by the Hoover Commission report, would you hesitate 
to go into those areas and build dams if they wanted them built ? 

General Berrican. Of course, we write a report that goes through 
the district and division and through the Board and through the 
governors and through the Congress. In all of our reports we have to 

stand up and say that the benefits justify the cost. In more than half 
of our reports we say that the work we think is the cure for this prob- 
lem is not justified in a comparison of the benefits and costs at this 
time, although it may be at some time in the future. 

In a lake-level study I am sure we can economically solve the prob- 
lem at this time of the levels of Mic ‘higan and Huron. It would cost 
maybe a billion dollars or more to solve the problem, and the damages 
are not such as to justify the expenditure of a billion dollars at this 
time. Maybe some time in the future they will; or maybe we will 
find a cheaper way to do it. 

Mrs. Grirrirns. If the topsoil is gone it can never be replaced. 

General Berrigan. But that is a different program. I am trying 
to differentiate between the water-storage program and dams, and the 
land practices. I think the land practices are the most important 
thing you could do. Our grandchildren and great-grandchildren will 
bring up the subject of the failure to do the land practices. 
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Mr. Reuss. General Berrigan, you do not see any difficulties in coor- 
dinating the land practice work of the Soil Conservation Service with 
the downstream flood-control work of the Corps of Engineers? 

General Berrigan. No, sir. I think we are working very closely 
with them. 

Mr. Revss. I think I get clearly the emphasis you place on both 
aspects of it. Getting back, however, to these upstream dams, in your 
opinion are upstream, dams now being built by the Soil Conservation 
Service which would not likely, be considered justifiable by the Corps of 
Engineers if the Corps of Engineers had jurisdiction over those dams? 

General Berrican. I am not too familiar with the ones they are 
doing now. The deepest study I made was when we worked together 
with the State of Missouri on the Osage River region for Missouri and 
Kansas. We came up there and studied these small dams, and the 
smaller they got the less justified they got. 

Mr. Reuss. Were those dams built? 

General Berrican. No, I do not believe they have ever been built. 
I am not too sure of it. 

Mr. Reuss. I am new to this particular aspect. Am I right in in- 
ferring that you people discourage the Soil Conservation Service from 
wanting to go ahead with particular small dams? 

General Berrigan. No; I do not say that we would do that. 

Mr. Reuss. I do not say that critically because maybe it would have 
been a good thing to discourage them if they were uneconomic, but 
how did they w ork out, that is, these were Soil Conservation dams? 
They were small dams? 

General Brerrtcan. Yes, sir. 

Mr. Reuss. How did you get up to making a survey of them? 

General Berrian. We made a joint survey. We came up with a 
big dam, or had a big dam authorized on the Osage. There was con- 
sider able opposition to it and we were directed to make a restudy and 
work it out under the direction of the Department of Agriculture of 
the State of Missouri, and came up with a large number of smaller 
dams. As against 1 we came up with about 9 dams. The Soil Con- 
servation Service came up with many smaller dams. Of course, they 
did not pinpoint every dam, but do it more or less on a sampling basis 
on a big basin. 

Mr. Reuss. And what view prevailed? What is being done? 

General Berrican. I do not know what is being done on the small 
dams. I do not believe that program as such went ahead. 

Mr. Revss. But in the opinion of your colleagues in the Corps of 
Engineers those same smal] dams were uneconomic in terms of benefits 
in relation to costs? 

General Berrican. I think on their own. I think the land practices 
had such high returns per dollar of work on the contouring and ter- 
rac ing and crop changing, and so forth, that they paid $5 for every 
$5 for investment, and the dams were a relativ ely small part of the 
total cost and were carried by the land practices. 

Mr. Revss. I would like to hear your comments, if you would care to 
make any, on the specific Hoover Commission recommendation that 
the country would be better off if the Corps of Engineers had juris- 
diction over these very small upstream dams. 
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Mrs. GrirritHs. Maybe the people who wrote the recommendation 
are not too certain of how it is set up, either. Maybe that is the rea- 
son for the lack of clarity. 

Mr. Ormiston. I might say I was at a meeting in St. Louis, I be- 
lieve last fall sometime, and the Army engineers were present. Some 
of the people there gave them quite a rough time. They said at that 
time that they were very anxious to cooperate on these small water- 
sheds. I can’t say who they were and I do not know their names, but 
some representatives from the Army engineers were there. 

We do not want to be unduly critical and, in fact, we do not intend 
to be at all, but we do not quite understand. We are interested in these 
projects Mr. Butterfield described, and we want the cooperation on 
the local, State, and Federal level. 

Mr. Reuss. Have you ever heard the suggestion made by the Army 
Corps of Engineers that they want to take over? 

Mr. Ormiston. That is what I say; down in St. Louis some repre- 
sentative from the Army engineers said they were very much inter- 
ested and wanted to know what the farm people wanted, and wanted 
to cooperate. 

Mr. Rrvss. But that report you give is not that the Army engineers 
wanted to take over the upper watershed aspect of river control, but 
that they wanted to continue the present system whereby the Soil 
Conservation has to do with smaller works up on the watershed and the 
Army engineers continue to be concerned with the more massive devel- 
opment when the river gets bigger downstream. 

Mr. Ormiston. I would not say that. 

Mr. Revss. That is what I gathered from what you reported. 

Mr. Ormiston. I really do not know that they have participated in 
the small watersheds, like going out on a farm, like Mr. Buttertfield’s 
farm, and helping to set up the engineering to tell them what they 
should do. I don’t know that they have. 

Mr. Reuss. I think our minds are not meeting here at all. 

Mr. Ormiston. Maybe I do not understand you. 

Mr. Revss. Let me see if I can express myself more clearly. 

The Hoover Commission report recommends that all aspects of river 
control, including upstream watershed control, be lodged in the Corps 
of Engineers. I take it it was that recommendation which Mr. Butter- 
field objected to and which I gather you are at least uncertain about. 
My point was this: So far as I know, the Army Corps of Engineers 
have not objected to the current division of responsibility between the 
Soil Conservation Service and the Army Corps of Engineers. The 
Army Corps of Engineers has not asked for jurisdiction over smaller 
upstream developments. ; 

My question to you is, Is that not your understanding of it? Have 
you ever heard the Corps of Engineers come in and say, “Look, we 
want to take over these smaller retention structures upstream” ? 

Mr. Ormiston. I do not thing that has been done, to my knowledge. 

Mr. Lipscoms. On page 71 of the report the Hoover Commission. I 
believe, bases its recommendation on the fact that the Corps of Engi- 
neers has a large engineering group with lots of engineering compe- 
tence, and that the Hoover Commission felt it was undesirable to have 
another large engineering organization. That was the basis of their 
recommendation. Then in their recommendation all that they recom- 
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mended was that the construction of headwater dams in the flood- 
control program of the Soil Conservation Service be transferred to the 
Corps of Engineers. 

You do not disagree with the Hoover Commission report on the 
Corps of Engineers ? 

Mr. Ormiston. No, not at all. We just want to take the position they 
come in with us and help us out. 

Mr. Lipscoms. What you are concerned with is, they do not put 
enough emphasis on the rest of the program. 

Mr. Ormiston. That is right. 

Mr. Lipscoms. That the Soil Conservation Service is interested in. 

Mr. Ormiston. That is right. We would like for the record to show 
we are interested in and we are perfectly in accord with this sugges- 
tion, but we want it to extend further perhaps than it has in the past. 

Mr. Reuss. Will you tell me what you mean by that? I do not 
understand that sentence. 

Mr. Ormiston. My understanding is that the Corps of Engineers 
has taken on large projects of impounding water and dredging 
streams, and so on. 

Mr. Liescoms. Will the gentleman yield? 

Mr. Reuss. Yes. 

Mr. Lipescoms. They also go further than that and construct flood- 
control projects on streams that do not even have water in them some- 
times. 

Mr. Ormiston. That is true. But the point we are making is we 
are interested from the soil-conservation standpoint in going back 
on the farm and starting at the headwaters with small dams, and com- 
ing on down, rather than having large dams. We are not disagreeing, 
and maybe that is the plan. We do not know. That is what we want 
it to be. 

Mr. Reuss. Whom do you want to be—— 

Mr. Ormiston. To help us out on the farm on the small watersheds 
at the top with small earthen dams, and down the streams, and not 
these great, big dams down the river, for instance. 

Mr. Reuss. But the Hoover Commission is concerned with who is 
to do this—the Soil Conservation Service or the Corps of Engineers. 
Who in your opinion should do it? 

Mr. Ormiston. You want my recommendation on that ? 

Mr. Reuss. Surely. 

Mr. Ormiston. We do not care who does it. If it is going to be 
turned over to the Corps of Engineers, we want them to extend that 
service to these remote areas and not confine it to the large streams. 
That is what we are asking. We don’t care who does it. If it is turned 
over to the Corps of Engineers, fine—if they will extend that service, 
which to my knowledge has not been extended that far. 

Mrs. GrirFirus. You want someplace in the Federal Government 
the authority to act and the responsibility to act, to give some advice 
and expert assistance. 

Mr. Ormiston. That is right. 

Mr. Reuss. Under present law the Soil Conservation has that job; 
has it not? 

Mr. Ormiston. That is right. We don’t care whether Soil Conser- 
vation keeps it or not, just so we get the service. 
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Mr. Jones. Are there any further questions? 

Mr. Lrescomr. No. 

Mr. Jones. Thank you very much. 

General Berrigan, I wonder if you would come forward and give us 
a résumé of the projects that are pending and completed and under 
study in the State of Illinois. We are glad to have you. 


STATEMENT OF BRIG. GEN. PAUL D. BERRIGAN, DIVISION 
ENGINEER, NORTH-CENTRAL DIVISION, CHICAGO, ILL. 


General Berrigan. I am Brig. Gen. Paul D. Berrigan, division en- 
gineer, north-central division in Chicago. The division covers the 
watershed of the Great Lakes, upper Mississippi, and Red River of 
the North. 

To do what you ask me to do, Mr. Jones, would take quite a bit of 
time. I do not believe you want to go into all of the details. 

Mr. Jones. No, sir. 

General Berrican. Of the navigation projects on the Great Lakes 
in Illinois, of course we have Chicago Harbor and Calumet Harbor, 
and the harbors down to Indiana Harbor and Waukegan, all of which 
are pretty much completed as authorized by the Congress and on a 
maintenance status. 

On the waterways on the boundaries and within the State of Illinois, 
of course the most important one is the 9-foot Illinois River project 
and the new project to improve the Cal-Sag, as the connecting link 
between the Illinois Waterway and the Great Lakes system. 

We also have on the boundaries of Illinois, on the west boundary, the 
upper Mississippi 9-foot project, and on the south boundary part of 
the Ohio River system. 

For flood-control projects the most active one at the present time is 
a flood wall at the city of Beardstown. We have also completed a 
large number of small flood-contro] projects along the Mississippi and 
along the Illinois River. We have additional ones, particularly around 
Beardstown, that have not yet been started. 

We also have two dams on Farm Creek watershed, which are dry 
dams for protection of East Peoria, and the Caterpillar and other 
industries in that area. 

We have also authorized by Congress beach-erosion projects along 
the Michigan shore from Evanston and even along the Chicago beaches. 
Under the present law these require large local cooperation. We ex- 
pect that the city of Evanston will come up with their share and we 
will make recommendations to the Congress on beach protection north 
of Chicago. 

We have underway at the present time two big studies. One is on 
the Illinois River. One is a comprehensive flood-control study on the 
Illinois River Basin and the other is a navigation or double lock study, 
to see whether or not we will be justified in putting in double locks on 
the Illinois Waterway system. 

I believe that covers the work in Illinois. 

Mr. Jones. What is the form of local participation on the beach 
erosion ? 

General Brerrican. Where it is private the local] interests have to 
pay practically the entire cost. Where it is publicly owned beaches, 
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the local people pay two-thirds and the Federal Government pays one- 
third. 

Mr. Jones. The two previous witnesses have testified about Public 
Law 566 of the 83d Congress. The authority granted to the Soil Con- 
servation Service with a limitation of 5,000 acre-feet would give to the 
Soil Conservation Service the same authority and rights that had been 
exercised by the Corps of Engineers? 

General Berrican. On the smaller dams. Yes, sir. 

Mr. Jones. And that work had formerly been done by the Corps of 
Engineers? 

General Berrigan. It had never really been accurately defined where 
the upper watersheds ended and where the rivers start. 

Mr. Jones. They had authorized projects? 

General Berrican. Yes, sir. They had small projects, but the line 
of demarcation was never too clearly defined, as to how far up we 
could go. 

Mr. Jones. But they were clearly defined in specific acts. 

General Berrican. Yes, sir. 

Mr. Jones. For instance, the Potomac River authorization. Subse- 
quent to that authorization a soil-conservation program in connection 
with flood-control work being done by the Corps of Engineers was 
authorized by the Congress. 

General Berrican. Yes, sir. 

Mr. Jones. And the Corps of Engineers was to undertake the capital 
improvements or structural work to be done in connection with the 
soil-conservation work ? 

General Berrican. Yes, sir. 

Mr. Jones. And the only limitation placed on the Corps of Engi- 
neers was that it would vacate that field and give that to the Soil 
Conservation Service in the event that the project did not exceed 
5,000 acre-feet. 

General Berrican. Yes, sir. 

Mr. Jones. And that became an authorized project. 

Now recommendation 6 recommends that that work now being done 
by the Soil Conservation Service under Public Law 566 of the 83d 
Congress be turned over to the Corps of Engineers. Is that correct ? 

General Berrigan. The dam work. The dam construction under 
that. Yes, sir. 

Mr. Jones. Are there any questions ? 

Mrs. Grirrirus. How many additional engineers would you get to 
take over that work ? 

General Brerrican. I have encountered this problem many times in 
years past. In 1933 I had a CCC camp up in a forest where they built 
small dams. It was under the Forest Service. Also I made studies as 
district engineer at Kansas City, closely coordinated with the Soil 
Conservation Service, on the Osage River Basin and on the Nemaha 
Basin. It has been my experience as the dams get smaller and smaller 
the economic justification disappears. From my studies on the Osage 

I found—and I might bring this out for what it is worth—that the 
land measures of the Soil Conservation Service are probably the most 
important thing we do in water resource and land development. As 
to the flood phases, 100 years from now no one will remember you 
70818—56—pt. 9—-8 
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had a flood in New England. But the fact that the soil has gone down 
from a lot of farms in Missouri because of poor land practices s and 
failure to contour and terrace and other practices on the land, results 
in small losses every year. They are only about 1 percent. It is not 
something you can get very violent about. But it is a loss which is 
never recovered. The flood damage is something we recover from 
amazingly quickly. 

But in our studies we found out building the smaller dams—and 
on the Nemaha Basin I tried to build them as small as I could and get 
them down to where you are getting a dollar back for a dollar inv est- 
ment, and I couldn’t get dams in agricultural areas which were much 
under 10,000 acre-feet and have them be self- -supporting. 

Now, where you have urban areas to protect like in Los Angeles, you 

can justify small dams because you have a lot of value below them 
and they are more or less catching mud rather than water. But that 
has been my experience with the small dams. 

We are working very closley with the Soil Conservation Service in 
the studies we are making now. We are waiting on some of the others 
on the Red River, and we are waiting for their recommendations 
before we go ahead with the report. 

Mrs. Grirrrrus. How long do you expect the small dams to take 
to pay off? 

General Berrican. I am looking for how much water they hold and 
how many acres they take, and how much land. Of course, in a lot 
of places you see it is worthless land that is not good for anything, 
but you have the cost of the structure and the work and the cost of the 
spillway. There is nothing worse than having designed them and 
see them fail one after another. They have to ‘be properly designed 
and if so, the cost per acre-foot of storage is pretty high. 

Mrs. Grirrirus. You heard the two preceding witnesses; did you 
not ¢ 

General Berrigan. Yes,Ma’am. All of them. 

Mrs. Grirerrus. If you had to take over this responsibility as 
recommended by the Hoover Commission report, would you hesitate 
to go into those areas and build dams if they wanted them built ? 

General Berrican. Of course, we write a report that goes through 
the district and division and through the Board and through the 
governors and through the Congress. In all of our reports we have to 
stand up and say that the benefits justify the cost. In more than half 
of our reports we say that the work we think is the cure for this prob- 
lem is not justified in a comparison of the benefits and costs at this 
time, although it may be at some time in the future. 

In a lake-level study I am sure we can economically solve the prob- 
lem at this time of the levels of Michigan and Huron. It would cost 
maybe a billion dollars or more to solve the problem, and the damages 
are not such as to justify the expenditure of a billion dollars at this 
time. Maybe some time in the future they will; or maybe we will 
find a cheaper way to do it. 

Mrs. Grirrirus. If the topsoil is gone it can never be replaced. 

General BerriGan. But that is a different program. I am trying 
to differentiate between the water-storage program and dams, and the 
land practices. I think the land practices are the most important 
thing you could do. Our grandchildren and great-grandchildren will 
bring up the subject of the failure to do the land practices. 
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Mr. Reuss. General Berrigan, you do not see any difficulties in coor- 
dinating the land practice work of the Soil Conservation Service with 
the downstream flood- control work of the Corps of Engineers? 

General Berrigan. No, sir. I think we are working very closely 
with them. 

Mr. Revss. I think I get clearly the emphasis you place on both 
aspects of it. Getting back, however, to these upstream dams, in your 
opinion are upstream. dams now being built by the Soil Conservation 
Service which would not likely be considered justifiable by the Corps of 
Engineers if the Corps of Engineers had jurisdiction over those dams? 

General Berrian. I am not too familiar with the ones they are 
doing now. The deepest study I made was when we worked together 
with the State of Missouri on the Osage River region for Missouri and 
Kansas. We came up there and studied these small dams, and the 
smaller they got the less justified they got. 

Mr. Reuss. Were those dams built ? 

General Brerrtcan. No, I do not believe they have ever been built. 
I am not too sure of it. 

Mr. Reuss. I am new to this particular aspect. Am I right in in- 
ferring that you people discourage the Soil Conservation Service from 
wanting to go ahead with particular small dams? 

General Berrigan. No; I do not say that we would do that. 

Mr. Reuss. I do not say that critically because maybe it would have 
been a good thing to discourage them if they were uneconomic, but 
how did they work out, that is, these were Soil Conservation dams? 
They were small dams? 

General Berrigan. Yes, sir. 

Mr. Reuss. How did you get up to making a survey of them ? 

General Berrigan. We made a joint survey. We came up with a 
big dam, or had a big dam authorized on the Osage. There was con- 
siderable opposition to it and we were directed to make a restudy and 
work it out under the direction of the Department of Agriculture of 
the State of Missouri, and came up with a large number of smaller 
dams. As against 1 we came up with about 9 dams. The Soil Con- 
servation Service came up with many smaller dams. Of course, they 
did not pinpoint every dam, but do it more or less on a sampling basis 
on a big basin. 

Mr. Reuss. And what view prevailed? What is being done? 

General Berrican. I do not know what is being done on the small 
dams. I do not believe that program as such went ahead. 

Mr. Reuss. But in the opinion of your colleagues in the Corps of 
Engineers those same smal] dams were uneconomic in terms of benefits 
in relation to costs? 

General Berrican. I think on their own. I think the land practices 
had such high returns per dollar of work on the contouring and ter- 
rac ing and crop changing, and so forth, that they paid $5 for every 

$5 for investment, and the dams were a relativ ely small part of the 
total cost and were carried by the land practices. 

Mr. Reuss. I would like to hear your comments, if you would care to 
make any, on the specific Hoover Commission recommendation that 
the country would be better off if the Corps of Engineers had juris- 
diction over these very small upstream dams. 
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General Berrican. I do not think I could, as long as it is still being 
considered by the Department. 

Mr. Revss. Thank you. 

Mr. Jones. General, concerning the Calumet-Sag project that you 
now have underway, when it was authorized tolls were not included 
as a part of the cost factor on that project, were they ? 

General Berriean. That is right. 

Mr. Jones. They were not ? 

General Berrican. No tolls were included. 

Mr. Jones. If tolls were to be imposed on that project for its use by 
water carriers, would the Corps of Engineers have to make a restudy 
as to the economic feasibility of the project ? 

General Berrican. I believe they would. That would be another 
cost factor which would have to be brought in. 

Mr. Jones. Then it would bring into doubt whether or not that proj- 
ect would be constructed by the Federal Government, would it not? 

General Berrigan. It could happen. 

Mr. Jones. So if tolls were imposed as recommended by the Hoover 
Commission, these navigation projects would have to be abandoned 
until such time as we could determine whether they are economically 
justified ? 

General Berrigan. Well, I couldn’t make that as a positive state- 
ment, but you would have to know how much the toll was and what 
the effect would be on the project, and how it was going to be 
worked out. 

Mr. Jones. But those are questions you would have to ascertain. 

General Berrican. Yes, sir. 

Mr. Jones. Before you could proceed with the navigation project. 

General Berrican. Yes, sir. 

Mr. Jones. Concerning the authorized projects that have not been 
commenced, some $12 billion worth of projects in the United States, 
they would take a complete review by the Corps of Engineers, the 
Congress and all of the agencies involved in the preparation and sub- 
mission of those reports for authorization, would they not, that is, 
where navigation is involved? 

General Berrican. Of course, it would not be as involved as the 
original studies. 

Mr. Jones. Of course it would not. 

General BerriGaNn. It would not require a review. 

Mr. Jones. But each project was submitted to the Congress as being 
economically feasible, or having a ratio of benefits compared to costs 
which would be commensurate, or else having the benefits exceed the 
costs. 

General Berriaan. Yes, sir. 

Mr. Jones. So if tolls were imposed, the Corps of Engineers and 
Congress would have to make a restudy of the economic justification 
of those projects before they could proceed, would they not ? 

General Berrigan. Yes, sir. We would have to determine whether 
the traffic would use the things or some other. 

Mr. Jones. Because the tolls would have to be of such an amount 
that it would reimburse the Federal Government for making that ex- 
penditure. ; 

General Brerrican. It would depend on the benefit and costs in the 
project. Some of them with a very high benefit-cost ratio would be 
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able to stand the tolls. Some that were closer, would not. Of course, 
we study these navigation projects on the basis of the cheapest alter- 
nate and in case we add the tolls onto the navigation alternate it 
might make it the one that would not be used and the traffic would not 
go that way. 

Mr. Lirscoms. You mean you would have to make a restudy if 
tolls were placed on the waterways to cover the costs of operation and 
maintenance ¢ 

General Berrigan. You mean, leaving out 

Mr. Liescoms. Or in answering the chairman’s question, were you 
thinking of the capital investment ? 

General Berrigan. He was, I believe, talking about the uncon- 
structed ones, and we were covering the capital investment in those. 
One of the things about tolls that you decide is a very difficult prob- 
lem, as to what basis and whom you are going to charge it to. For ex- 
ample, some craft could use the waterway in its natural state. Are 
you not going to charge tolls to those, but just charge it to the deeper- 
draft vessels? And if everybody gets down to a shallow draft you 
can upset things very much. It is a very difficult problem on how 
to charge them. 

Mr. Liescomn. Of course, you are thinking further than the Hoover 
Commission recommendation went. It just recommended a users’ 
charge to cover operation and maintenance costs. 

Mr. Jones. The operation and maintenance are part of the cost of 
the project, just like putting in a floodgate. 

General Berrican. In some projects the operation and maintenance 
is very small, unless you bring in first cost. In all our studies we put 
in the amortization. 

Mr. Lirscoms. You are just assuming. 

General Berrigan. Yes, I am assuming. 

Mr. Lirscoms. You could build a project where Congress could ap- 
propriate all of the capital costs, and after it is placed in operation you 
can figure the operation and maintenance charges with the toll cost 
on it. 

Mr. Jones. Congress would not authorize a project unless it knew 
what the costs are going to be. All of those factors are predetermined 
before it is authorized, and the maintenance and operation reimburse- 
ment from tolls charged would have to be considered along with the 
other costs and benefits. 

Mr. Lipscoms. Could the general define what you consider as oper- 
ation and maintenance? 

General Berrican. Of course, operation and maintenance, as it is 
appropriated, is the annual cost of upkeep without any return of the 
original capital investment. That is what we call operation and 
maintenance. 

Mr. Lipscomn. In arriving at that figure, what do you use as the 
basis ? 

General Brerrican. How much it costs, let us say, in a harbor proj- 
ect. The annual cost of dredging would be it. Ina navigation project 
with locks and dams, you would have lock operators’ salaries and the 
amount of money you spend on the dredging and maintenance of the 
channels, like the Illinois Waterway. In the Sault, where we have 
about 100 million tons going through each year we operate it for some- 
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thing like $2 million. So the operation and maintenance for the Sault 
Canal and St. Marie’s River would be about 2 cents aton. The cost of 
it is something else—the amortization of the cost of the Sault, that is. 

Mr. Lirscoms. So when you file your report which goes to Congress 
you are not thinking of how much that particular lock or project is 
going to cost in future years 

General Brerrican. Yes, we do. We put it all in the cost. Actually, 
if you look through our reports we have estimated for operation and 
maintenance on our projects that are now in existence far, far in excess 
of the appropriations we get to actually operate and maintain them. 

Mr. Lirescoms. Then why would you have to make a restudy if this 
recommendation is accepted, or if we pass a law to put it into effect, 
if you already do that? 

General Berrigan. What we do on navigation projects is, we deter- 
mine the economics of a navigation project, as to whether the traffic 
will use it. In other words, you have to make traffic studies to deter- 
mine what existing traffic will use the waterway. The economics are 
based on the cost of building it and operating the waterway. If we 
are going to add tolls onto that we get a different figure as far as the 
operator is concerned. His saving is not going to be the same. If he 
can save $2 a ton by moving up the Illinois Waterway and you charge 
him $2 a ton toll, then looking at that versus moving by rail he would 
just as soon move by rail as waterway. 

Mr. Lirscoms. In other words, you would resurvey it on the basis 
that you would have to figure out how many people would not use that 
particular waterway ? 

General Berrigan. Because of the toll. That is right. For the 
projects that have not been constructed. 

Mr. Liescoms. That is all. 

Mr. Jones. Are there any other questions? 

(No response. ) ! 

Mr. Jones. Thank you very much, General. It was nice to see you 
again. 

Mr. Mitchell, it is nice to have you here. I am sure that I express 
the sentiments of all the committee in welcoming you here today. 


STATEMENT OF STEPHEN A. MITCHELL, CHICAGO, ILL. 


Mr. Mircuetyt. We are glad to have you come to Chicago. It is nice 
to see old friends. 

I would like to say I was delighted to respond to this request to come 
here, but I must say I do not think I am very competent to help much. 
I can only make some general observations and put you in touch with 
at least one man who I think knows fully some of the problems that 
you are inquiring about. 

I have been traveling a good bit naturally since I have been home 
in southern Illinois, and it is apparent to everyone that there is a less 
prosperous condition and more unemployment there than in the north- 
ern part of the State. There is honest and serious concern about it. 

On inquiring into the reasons for it you will find quickly two things 
are always mentioned, and sometimes three things. One is the differ- 
ential in power rates as compared with the Kentucky area contiguous 
to part of it. The other is the transportation cost. The third thing 
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that you sometimes hear is the necessity for increasing the supply 
of water—industrial water. 

So even to a casual observer we hear about power rates and trans- 
portation costs, and in both cases about industrial water needs. 

For my own benefit I went—I was preparing to take part in a pro- 
gram which required me to inform myself—so I went to one of our 

railroads here through some personal connections and met Mr. Arthur 
Lonaii. who is chief economist of the Chicago & Eastern Illinois Rail- 
road, who has prepared several studies on the industrial potential in 
southern Illinois and in the Wabash V alley and in the Evansville Val- 
ley, where his railroad goes. I thought they could help you, as they 
did me, to determine the comparisons and the differences that people 
in these areas complain about, Congressman. 

I got from him and from other sources a list of companies who had 
considered setting up in southern Illinois; but whether their decisions 
were based solely on the power differential or other matters, they did 
not go in there but went to Kentucky instead. I thought his infor- 
mation would help you. 

Here is one company—the Air Reduction Co. at Calvert City, Ky., 
a calcium carbide and acetylene plant. Also the General Electric Co. 
went to Owensboro, Ky.—a radio receiving tube plant. 

The B. F. Goodrich Co., a vinyl chloride plant. That was part of an 
expansion at Louisville or Calvert City. 

The Green River Steel Corp. went to Owensboro, Ky. There were 
only 125 people employed there. There was construction completed in 
1953 that cost $10 million. 

The Pittsburgh Metallurgical Co. went to Calvert City. 

The Pennsylvania Salt Manufacturing Co. 

The Reynolds Metals Co., which has a large plant—it was a war- 
time plant which it took over in the Chicago area, and it went to Hen- 
derson, Ky. Of course, an aluminum company is interested first of all 
in power costs, I think. That is a $168 million plant. 

The Spencer Chemical Co. went to Henderson, Ky. 

The Paducah development, of course, is dramatic. Union Carbide 
& Carbon is there. I do not think anybody in Illinois is envious or 
wishes our neighbors any ill, but we are concerned, as Senator Doug- 
las has made plain. Also Congressman Gray was calling a meeting 
down in that area at the end of the month to dramatize the difficulties 
in southern — Everyone is interested in anything that will 
help to bring or give the Illinois people and the Tlinois areas a fair 
chance and put den’ in a reasonable balance. 

You may say, “Well, why is that? Should the other areas have 
higher rates or should we have lower rates?” We are interested in a 
balance, but we do not want anybody to pay more, and my own 
experience is that the rapid development in southern Illinois is just 
the same as it was in the Columbia River Valley. If you get cheap 
power, vou get industry. 

I apologize for my own lack of full information, but at least I 
brought a man who I think will be helpful to you, and who is com- 
pletely nonpartisan in his interest in building a railroad and in giv- 
ing you the facts. If he could be helpful I believe he will be glad 
to testify. He is here now. 

Mr. Jones. Thank you very much. 


Mrs. Griffiths ? 

































1766 ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 


Mrs. Grirrirus. No questions. 

Mr. Jones. Mr. Reuss? 

Mr. Reuss. No questions. 

Mr. Jones. Mr. Lipscomb ? 

Mr. Liescoms. No questions. 

Mr. Jones. Thank you very much, Mr. Mitchell. 
Mr. Longini, will you identify yourself to the reporter, please ? 


STATEMENT OF ARTHUR LONGINI, CHIEF ECONOMIST, CHICAGO & 
EASTERN ILLINOIS RAILROAD 


Mr. Lonernt. My name is Arthur Longini. I am chief economist 
of the Chicago & Eastern Illinois Railroad. 

Mr. Jones. Won’t you haveaseat? Weare glad to have you. 

Mr. Lonernt. I am glad to be here. I feel it is better for me to 
answer questions rather than to make a statement, because I did not 
come prepared with a statement. 

Mr. Jones. When we get to talking we do not find out any informa- 
tion, so if you do talk we will get some information. 

Mr. Lonernt. Mr. Mitchell mentioned power costs. While we too 
do not take any stand on them, we can present certain facts which 
may be of interest to the committee. We leave prepared charts which 
show for each level of power consumption the comparative costs in 
the Illinois area and in the Kentucky area across the river. I can 
offer as evidence the charts that appear here on pages 173, I think, 
to 184. 

Mr. Mrrcnet.. Is this the same thing? Maybe you would like to 
give one to the other members. 

Mr. Lonernt. It is this one here. 

Mrs. Grirrirus. What chance has Illinois of getting cheap power? 

Mr. Lonernt. They produce cheap power in Joppa on the Illinois 
River. They can produce power as cheaply as it can be produced 
in Tennessee. 

Mrs. Grirritrus. Why don’t they ? 

Mr. Lonarnt. In places they do produce it as cheaply, but the 
price at which it is sold to the user is much more. The power com- 
panies in rural Illinois are based on a rural distribution system. 
They have large losses in transmission and great distances between 
customers. They have few large customers and the load factor— 
I do not know whether you are familiar with that, but it means the 
proportion of the time of each day that they use the power, is small, 
perhaps 8 hours out of 24 on weekdays. That means that the load 
factor might be as high as 25 percent, but often it is much lower. 
In other words, in Illinois it is necessary to have lots of capacity to 
use for a short time and to have long transmission lines with a con- 
siderable investment to get it to the customers, all of which raises 
the cost when it arrives at the point where it has to be used. 

Mr. Jones. Your point is if you get in on that your load factor 
will offset the losses now suffered by the utilities through distribution 
over a large geographical area; is that correct ? 

Mr. Lonarnt. That is probably true. Of course, also in southern 
Illinois there is the problem that a large powerplant requires large 
amounts of water. That is available in the rivers, but not in the 
center of southern Illinois. Water is at a premium there. It is pos- 
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sible to impound the water which is running off to form large lakes 
which could be used for condensing systems and powerplants, but 
that costs money, which is not available in southern Illinois, although 
they are working at it now at one point near Benton in southern 
Illinois. I do not know whether they will get anywhere, but they 
have formed a water conservancy district, and the State appropriated 
$40,000 to investigate the possibilities of building a dam as they 
proposed. Our engineers think it is feasible. We did the engineering 
work in advance, but I do not know whether the State will come up 
with feasibility. If the State decides it is feasible I do not know 
how it will be financed. 

The conservancy district is empowered to sell bonds on a revenue 
basis, but that appears to me to be a very difficult thing to do without 
any definite revenues in mind. So that because of the geographical 
situation with water only on the edges of southern Illinois, efficient 
powerplants, big ones, can be built only around its borders, which 
means that the coal has to be brought to them by some means of trans- 
portation, and usually from southern Illinois, away from the center 
part of the State, to the edges. Then the power has to be transmitted 
back, all of which also raises the costs and prohibits an economical 
distribution of powerplants near users. 

Mr. Jones. Have you read the Hoover Commission’s recommenda- 
tions? 

Mr. Lonernt. I have not. 

Mr. Jones. Thank you very much, Doctor. We are pleased to have 
had you today, sir. 

Mr. Lonaint. You are quite welcome. 


Mr. Jones. Mr. John R. Staley of the Quaker Oats Co. 


FURTHER STATEMENT OF JOHN R. STALEY, VICE PRESIDENT, 
QUAKER OATS CO., CHICAGO, ILL. 


Mr. Sratey. I have a statement I should like to read. 

Mr. Jones. We are glad to have you, Mr. Staley. 

Mr. Sratey. It isa pleasure to be here, sir. 

My name is John R. Staley. I live in Chicago and I am a vice 
president of the Quaker Oats Co., whose headquarters are in Chicago. 

I appear here in support of the recommendations of the Commis- 
sion on the Organization of the Executive Branch of the Government 
in relation to water resources and power. My remarks will be directed 
particularly to the Commission’s Recommendation No. 8 and to the 
factual information developed by its task force, relating to the applica- 
tion of user charges on inland waterways. 

As a citizen, a taxpayer, and a businessman I am wholeheartedly in 
accord with the recommendation that those who benefit from the use of 
navigational facilities or services provided by the Federal Government 
should pay for them. The general public, including both individuals 
and companies, should not be taxed for the benefit of a limited number 
of other individuals or corporations. Unfortunately, that is exactly 
what has happened because of expenditure of Federal funds for the 
benefit of a favored few. 

As the task force pointed out on page 912 of volume 2, only 35 certifi- 
cates of public convenience and necessity have been issued for common- 
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carrier operations on the Inland and Gulf Intracoastal Waterways and 
only 12 certificates have been issued to contract carriers. 

A comment was made by the task force that these so-called common 
carriers are not so at all because they do not hold themselves out to 
handle all freight for everybody from every place to any place. But 
there are 803 firms or individuals classified as exempt, handling bulk 
commodities, and operating on the waterways without regulatory con- 
trol. The 803 firms or individuals assume no responsibility for public 
or common-carrier service. Thus, it appears there are exactly 850 
operators benefiting from the billion and one-third dollars which have 
been expended on the major inland waterways with $38 million-plus 
annual maintenance costs. 

These expenditures, which are pure and unadultered subsidies, would 
constitute a gift of $1,550.000 initial investment and a handout of 
$45,000 for continued maintenance costs year after year, to each of 
these 850 operators. In appendices A and B to this statement are repro- 
duced the figures on which these statements are based. 

I would like to ask that appendices A and B be accepted for the 
record, Mr. Chairman. 

Mr. Jones. Without objection, the appendices will be made a part 
of the record immediately following the testimony of the witness. 

Mr. Sratry. The facts are that these expenditures are not evenly 
divided among the 850 operators, but a high percentage of the total 
gift or subsidy is for the benefit of relatively few large and highly 
prosperous corporations. Nothing for the little man. 

In my opinion there is no excuse for the Federal Government spend- 
ing millions of dollars to subsidize private transportation for the 
great steel, petroleum, sulfur, chemical and other corporations which 
are moving millions of tons of freight, much of it of great intrinsic 
values. They accept the charitable use of facilities paid for by the 
Federal Government with a helping hand to the tune of nearly $38 
million a year for maintenance and operation. 

The Quaker Oats Co. receives no subsidy or special benefit from the 
Federal Government for which it does not pay. Fifty-two percent 
of the total profit of our company was paid to the Federal Govern- 
ment as income tax last year, and I can conceive of no justification 
for the Quaker Oats Co. paying income-tax money to the Federal 
Government, such money in turn to be used for the private benefit 
of giant corporations whose resources and assets are manifold those 
of ours. 

Our company makes a limited use of inland waterways, and to the 
extent we do use them, we subscribe to the view we should pay for 
the use of these federally improved waterways, and we can think of 
no fairer way than the assessment of a ton-mile user charge. 

I am not here speaking in support of any form of transportation, 
but we are conscious of the fact a large percentage of our business, of 
necessity, requires rail transportation, and many of the railroads on 
whom we rely have been none too prosperous. Some of them have 
been unable to provide the equipment or service which our business 
requires. To the extent that any of these carriers is adversely affected 
by the loss of tonnage because of subsidy given to competing forms of 
transportation, we, in turn, are adversely affected, as are all other 
rail shippers. 
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We are firm believers in competition between all forms of trans- 
portation and we think the carrier which can provide the cheapest 
transportation should get the business. However, it is not reasonable 
for the Government to subsidize one form of transportation, or to tax 
us, so that operators on inland waterways can get by on rates which 
are below the actual cost of transportation for a favored few. 

This is particularly objectionable in the case of companies dealing 
in commodities with a pricing system based upon rail freight rates, 
but which move their subsidized tonnage by water, thereafter pocket- 
ing the difference in cost between the rail freight rate and the sub- 
sidized water rate as an additional profit; part of it being a gift or 
subsidy from the Federal Government. 

Finally, we emphasize a system of tolls and charges is provided by 
law for the Panama Canal and the St. Lawrence seaway. In prin- 
ciple and in fact there is no difference between the imposition of tolls 
or charges on such waterways and inland waterways of the United 
States. Anyone who uses these waterways should pay his way. The 
steel companies which have acquiesced in the payment of tolls or 
charges on the St. Lawrence seaway, which is to cost several hundreds 
of millions of dollars, move their products or raw materials on the 
inland waterways on which in excess of a billion dollars has been spent 
by the Federal Government. It is unreasonable that they should not be 
required to cover at least the current costs of maintenance and opera- 
tion of these inland waterways. This is not a burden that should be 
placed on other individuals or companies who receive no benefits, 
either direct or indirect, from their operations. 

I know there has been a lot of argument, as I suppose there always 
will be, as to the amount, if any, of the subsidy which operators on 
the inland waterways receive. I was very much interested in a state- 
ment which appeared in a progress report of the Senate Committee 
on Interstate and Foreign Commerce by its Domestic Land and Water 
Transportation Subcommittee (October 1951)—the so-called Bricker 
report in S. 50 on pages 32 and 33, which I have reproduced in ap- 
pendix C, 

Please notice in appendix C that from Minneapolis to the mouth 
of the Missouri River the subsidy amounts to $5.77 a net ton. The 
barge rate on grain from Minneapolis to St. Louis is $2.05 a net ton. 
Just who is kidding whom about cheap water transportation? This 
amounts to a free ride at the public expense. 

We respectfully ask this subcommittee vigorously to support the 
recommendation of the Commission that a fair system of user charges 
be established for operation on inland waterways. As nearly as any- 
one can be expected to be, we are cheerful taxpayers for the worthy 
urposes of government, but we object strenuously to our tax money 
er used to subsidize companies much larger and richer than ours. 

Mr. Jones. Thank you very much, Mr. Staley. 

Mrs. Griffiths? 

Mrs. Grirrirus. I have no questions. 

Mr. Jones. Mr. Reuss? 

Mr. Reuss. Mr. Staley, do your observations apply to the traffic on 
the Great Lakes, like Lake Michigan and Huron and Superior? 

Mr. Starry. No, sir. I think that is an entirely different subject 
and conditions are different, and I would express no opinion about 
that. 
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Mr. Reuss. Therefore, if the Hoover Commission recommendation 
were that there should be user charges on the Great Lakes, you would 
not go along with that at this time ? 

Mr. Stratey. The Hoover Commission did not recommend any user 
charges on the Great Lakes or at the ports, although their task force 
may have recommended it. The Hoover Commission did not concur in 
that recommendation and simply recommended fair user charges on 
the inland waterways, to be fixed by the Interstate Commerce Com- 
mission. 

Mr. Reuss. They define the inland waterways as including the 
Great Lakes, as I read it. However, there is no use in your and my 
talking about what the text of it says. Your testimony is that you 
would not at this time go along with a recommendation, if a recom- 
re oe a were made, for charging user charges for Great Lakes 
trafic ¢ 

Mr. Sratry. No. That is not what I would want to say. I would 
say this: That the Hoover Commission in my opinion, as I read it 
recommended user charges only on the inland waterways system. If 
they had recommended user charges at the ports or on the Great Lakes, 
I would try, or should have tried to give some study to that subject, 
and I might come up and disagree or agree with them; but at this point 
pte no opinion on the things that are not covered by their recommen- 

ation. 

Mr. Reuss. At the bottom of page 3 of your testimony, Mr. Staley, 
you say: 


This is particularly objectionable in the case of companies dealing in com- 
modities with a pricing system based upon rail freight rates, but which move 
their subsidized tonnage by water thereafter pocketing the difference in cost 
between the rail freight rate and the subsidized water rate as an additional 
protit ; part of it being a gift or subsidy from the Federal Government. 

What companies are you talking about, and can you spell it out 
in terms of their commodity movements and freight classifications? 

Mr. Stratey. There are quite a number of companies which sell on 
the basis of a price f. o. b. their plant plus the lowest rail freight rate. 
For example, caustic soda, or soda ash in the alkalies industries, are 
sold on that basis. If there are 4 or 5 competing plants there is a basic 
price per ton, plus the rail freight rate from the lowest shipping plant. 
I know it to be a fact that some of these commodities are moved by 
water, and yet the prices are based on the rail freight rate. 

For many years an outstanding example was the pricing of gasoline 
on the midcontinent group 3 field, in which the price of gasoline was 
the price at Tulsa plus the rail freight rate, and when they moved it by 
water the consumer did not get the benefit of the lower transportation 
costs, but it went into the pocket of the large corporation. 

Mr. Reuss. You say that was true. Is it no longer the case? 

Mr. Sratey. In some areas it isstill thecase. For example, take sul- 
fur. Sulfur prices are based on two services. One is f. 0. b. the mine 
plus rail freight rate, and the other is f. o. b. Galveston and you can 
do what you want from there. But the small receiver of sulfur, who 
cannot move it in bargeload lots, has to take it and pay for it at the 
mine, and maybe it will be delivered to him out of a stockpile at Joliet, 
or someplace on the Great Lakes( and he pays the rail freight rate. 

Mr. Reuss. Although it moved by barge? 
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Mr. Statey. Yes, although it moved by barge; and that goes into 
the pocket of the big sulfur companies. 

Mr. Reuss. You mentioned caustic soda and sulfur and petroleum 
production. 

Mr. Sratey. There are other things, too. 

Mr. Reuss. I would like to hear you give some more examples. 

Mr. Stauey. I am not an authority on pricing systems in all respects, 
but I do know about some of these things. For example, I will go back 
a little bit. It was not so long ago we had a Pittsburgh-plus basis, 
and then they broke down and established other places. 

Mr. Reuss. You are talking about steel now? 

Mr. Statey. Steel. A basis for making or arriving at costs. For ex- 
ample, on iron and steel pipe they made Memphis, which was a river 
port, a basing point, and moved down to Houston and made that one, 
and brought in the pipe by water. It is a commendable thing, and I 
think it is wonderful to get the benefit of the low transportation cost, 
and I am very much in favor of it, but the price of certain items of iron 
and steel today is made at so much a ton at Pittsburgh, plus the pub- 
lished barge rate to Houston; but certainly the steel companies move 
huge tonnages of these commodities down the river and through the 
canal and over to Houston in private vessels at costs which are substan- 
tially below the published barge rates. But take little Joe or Richard 
here. If I buy a ton of steel here I have to pay the published barge rate. 
It is a current condition. 

Mr. Reuss. As I say, I am extremely interested in what you have 
to say on this. I must confess it is news to me. Does this analysis 
appear anywhere in the Hoover Commission report ? 

Mr. Starry. Not to my knowledge. 

Mr. Revss. I think you have made a real contribution to our think- 
ing in this by what you have said. I have not seen that discussion in 
the report. 

Mr. Starry. There was considerable discussion, and I cannot tell you 
where it is, of the fact that a relatively few people use these facilities. 
I think that that was touched upon in the Bricker report. 

Mr. Jones. Yes. 

Mr. Sratey. I think it is a fact that on the rivers they do not handle 
any butter, eggs or poultry, but they handle the big stuff—the iron 
and steel. If you are interested in that I will go into it. 

Let us take a look at this river tonnage. In 1953 it aggregated about 
225 million tons of business on the inland waterways, and excluding 
the—that is, on the Mississippi River and its tributaries, and exclusive 
of the Gulf Intracoastal Waterway. It lets out and does not contain 
the deep-sea traffic below Baton Rouge. Of this 225 million tons of 
freight, 75 million tons, or 33 percent, consisted of petroleum and its 
products. 

Do you think any little shipper made any of those shipments ? 

Fifty-seven million tons, or 25 percent, consisted of coal. Yesterday 
the morning’s paper said the board of directors of the Pittsburgh Con- 
solidation Co. decided they would split their stock 3 for 1 and raise 
the dividend rate. Do they need any subsidy? Certainly not. 

Thirty million tons consisted of sand and gravel. That stuff, of 


course, is short haul. There are little fellows in that business, admit- 
tedly. 
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There were 9 million tons of seashells that went to 2 or 3 companies. 

Mr. Reuss. That hardly seems possible. 

Mr. Srauey. Those seashells are oystershells that they take and 
crush up for poultry feeds and also use them for some chemical proc- 
esses. For example, Dow Chemical Co. at Freeport uses thousands of 
tons of shells they bring in every day by barge. 

But I point out these things to show that there is a big percentage 
of tonnage that you are all trying to protect that is made up of big peo- 
ple and not little people. I do not think that Staley or Jones ought to 
be taxed to support the United States Steel Co. 

Mr. Reuss. Do you think that Adm. Ben Moreell, who is chairman 
of the Hoover Commission task force, and is also chairman of the 
Board of Jones & Laughlin Steel Co., would agree with your view that 
the steel companies are accepting the charitable use of facilities paid 
for by the Federal Government, giving them a helping hand to the 
tune of nearly $38 million a year for maintenance and operation ? 

Mr. Sratey. Would you read the first part of that again, please? 

Mr. Reuss. Do you think Admiral Moreell, who is chairman of the 
Hoover Commission Task Force on Water Resources and Power, and 
who is also chairman of the board of Jones & Laughlin Steel Co., 
would join with you in your criticism of the steel companies for their 
pricing practices and their use of Government-subsidized waterways ? 

Mr. Sratey. I do not know that he would join in my criticism, but 
the facts are that the record here shows that the money was spent, and 
it is a fact that Jones & Laughlin Steel Co. operate their own equip- 
ment and their own motor power on the rivers, and do a swell job of 
it, and I admire them for it; but they ought to pay for the money 
that the Government is spending. 

Mr. Lirscoms. Will the gentleman yield ? 

Mr. Reuss. Yes. 

Mr. Liescomrz. Admiral Moreell was the chairman of the task-force 
group that recommended tolls on waterways, was he not ? 

Mr. Sratey. Now that you have mentioned it, I think he was. 
Whether he concurred in that or not I do not know. There may have 
been a dissenting expression from him. My impression of the gentle- 
man is, he is a pretty big man and a very honest one. 

Mr. Reuss. You do not know whether he joins in this particular 
criticism of the steel companies’ practices or not ? 

Mr. Sratey. No, I do not. I do not think it was the practice in the 
task-force reports to give expression to dissenting opinions. I do not 
remember seeing any of them. 

Mr. Jones. Mr. Lipscomb ¢ 

Mr. Liescoms. No questions. 

Mr. Jones. Mr. Staley, your objection is based upon the fact that 
those companies are receiving a subsidy at the hands of the Federal 
Government and, therefore, they should pay for the use of the public 
thoroughfare that is developed by Federal funds. Is that correct, sir? 

Mr. Sratery. Yes, sir; and they are well able to do so and the traffi¢ 
is well able to bear it. 

Mr. Jones. Therefore you are for recommendation No. 8? 

Mr. Sratey. Yes, sir. 

Mr. Jones. Now recommendation No. 8 recommends that the cost 
of these navigation projects be borne by the Federal Government, but 
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the cost of maintenance and operation of them should be assessed 
against the users of the facility. 

Mr. Statey. That is a very modest contribution too. 

Mr. Jones. In order that there be no subsidy whatsoever, do you 
not think it would be wise that the cost of the project be included in 
the tolls, as well as the maintenance and operation cost ? 

Mr. Starry. I think it might be unfair now to charge the current 
operators for it in order to amortize the cost of past expenditures, but 
I think in the future very careful consideration should be given to 
additional expenditures, and they should be justified. 

Mr. Jones. That would eliminate all of the subsidies to which you 
have objection ? ‘ 

Mr. Srauey. As to the future; but they will be still subsidized as 
to past investments. The Hoover Commission in effect wipes that off. 

Mr. Jones. Not recapturing the amount of investment ? 

Mr. Sratey. Not the investment. 

Mr. Jones. But in the future, do you not think that the operator 
should be paying for the cost of that project through tolls? 

Mr. Sratey. In my personal opinion I[ think that way. For ex- 
ample, we have a proposition here in Chicago on the Cal-Sag Canal. 
I think they should start that thing out with the idea that the Gov- 
ernment will get back its payment. 

Mr. Jones. That is the point I was raising. In other words, that 
project should not be commenced until a system or a rate of tolls is 
devised in order for the Federal Government to recapture the amount 
of money expended on that project ? 

Mr. Starry. Yes, sir. I felt myself to be in opposition to the St. 
Lawrence seaway until they made it clear that they would establish 
a system of tolls that would amortize the cost and pay for the opera- 
tion and maintenance, and that seems to me to be eminently fair. 

Mr. Jones. But you want that applied 

Mr. Starey. To the inland waterways. 

Mr. Jones. To the inland waterways? 

Mr. Srauey. Yes, sir. 

Mr. Jones. Because it would be a subsidy to the users of those 
waterways otherwise ? 

What about, if we make recommendation No. 8 applicable to navi- 
gation projects in the inland waterways, then what do you think about 
placing tolls on harbor projects that have been partly or totally 
financed by the Federal Government ? 

Mr. Sratey. I do not feel qualified to speak too learnedly on that 
subject. There are harbor tolls now, for example, at New Orleans, 
where you have a wharfage charge of 15 cents a ton, which I believe 
accrues to the New Orleans Port District. There are harbor charges 
in other terminals. There is nothing unique about it. But whether 
the Federal Government should do that or not I do not know that I 
am qualified to express an opinion on. The Hoover Commission did 
not deal with it. 

Mr. Jones. I brought it up because I thought it might be consistent 
with your opinions about subsidies, that is, the shipper who uses the 

ort of New Orleans, or Mobile, or Baltimore, or San Francisco, should 
charged. Federal funds are being expended down there and in order 
to recapture them, applying the same logic and reasoning to these de- 
velopments as you did on the inland waterways, we should have charges 
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on those. I am sure there are not over 25 or 30 shipping companies in 
the country that ship about 90 percent of all the incoming and out- 
going freight at those ports. 

Mr. Stacey. We are one of them. There are some of those ports 
that have been supported by the State. For example, Lakes Charles, 
La., and Mobile, Ala, The Federal Government does not have too 
much to do with either of those ports. 

Mr. Jones. We are spending $4 million in Federal funds deepening 
the channel in Mobile Harbor at the present time. 

Mr. Statey. That is true, but you were talking about port facilities. 

Mr. Jones. I am talking about the Federal expenditures in those 
projects. 

Mr. Sratey. Itcould be. Yes. 

Mr. Jones. They have to make a 40-foot channel down there and the 
Federal Government will pay for all of it, to take care of the steel com- 
panies that are shipping in Venezuelan ore. 

Mr. Sratey. That is bauxite ore. 

Mr. Jones. From the Venezuelan iron deposits. 

Mr. Statey. Oh, yes. That is right. 

Mr. Jonrs. And the United States Steel Co. is going to be subsidized 
at Mobile Harbor. 

Mr. Sratey. To be consistent I suppose you would have to say you 
would have to put user charges on there too. However, I do not want 
to become involved in testifying about something that will go beyond 
the scope of the recommendations of the Hoover Commission. 

Mr. Jones. I did not mean to take you away from your thought, but 
I was just applying the reasoning you had advanced here in order to 
make it consistent with the other types of developments that are being 
carried on by the Federal Government. In order to recapture the 
Federal money invested, let us say, in the Cal-Sag project, if you were 
to impose tolls, then it would naturally follow that the Mobile shipping 
interests would have to bear the same costs. I think we will have to be 
consistent. 

Mr. Starry. I agree with you that there is an element of consistency 
in that point of view. 

Mr. Chairman, this subsidy has been estimated at what? One mill a 
ton-mile, or eight-tenths of a mill. If that amount of subsidy were 
going to the Quaker Oats Co, it would reduce our freight bill by a con- 
siderable amount. I do not know why we cannot get it if the other 
fellow can get it, just because he is bigger than we are. 

Another thing to consider, Mr. Chairman, about the inland water- 
ways, is that they are no longer infants and starving; they are no 
longer little babies. This pulling child of water transportation ran 
about 5 or 6 billion tons a year for a good many years. In 1929 it was 
about 5 billion ton-miles. In 1939, during the depths of the depres- 
sion, it jumped to 10 billion tons. By 1949 it had jumpd to 24 billion 
tons. In the following 4 years, 1949 to 1953, the latest figures avail- 
able, show it jumped 14 billion tons, up to 38 billion ton-miles. So in 
a short period of time this business on the waterways increased 630 
percent. 

This is no longer a baby. It isa big boy. He has grown up and it is 
time to wean him from the public teats. 


Or 
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Mr. Jones. Do you have any comments to make on the other rec- 
ommendations, 1 through 15? 

Mr. Stater. No, sir. 

Mr. Jones. You have not examined them ¢ 

Mr. Sratey. I have examined them, sir, but I do not qualify as an 
expert on power or these other things. I might have opinions, but they 
are not of much value. I do know something about transportation. 

Mr. Reuss. On this matter Congressman Jones has been discussing 
with you, Mr. Staley, I want to call your attention to the fact that the 
so-called connecting channels bill, as you know, has passed the House 
of Representatives and will come up before the Senate in the next 
session of Congress. That bill authorizes deepening of the Great 
Lakes, particularly in the Straits of Mackinac and the Detroit and 
St. Clair Rivers. The Corps of Engineers estimate that the cost will 
be $110 million, or thereabouts. At all our other hearings, witnesses 
quite generally have read the Hoover Commission recommendations 
as applying to the Great Lakes. 

For example, on page 85 of the Hoover Commission report they 
referred to the whole system of intracoastal waterways and inland 
rivers, including the Great Lakes. Then again on page 84 they say: 

There is no distinguishing fact, theory, or principle to support user charges 
for the Panama Canal and on the St. Lawrence seaway, which does not equally 
support user charges for inland waterways. 

I mention this point merely to say it has been almost universally 
understood by the witnesses who have appeared before our subcom- 
mittee that user charges on the Great Lakes are within the contempla- 
tion of these recommendations. So 1 would like to ask again what your 
feeling is about these connecting channel arrangements ; which are not 
now built, but which would be built at a cost of approximately $110 
million. Should that cost be borne by the users or should it not be? 
If your answer is no, how do you distinguish it from your general rec- 
ommendations which you have given us ‘about the St. Lawrence seaw ay 
and the various canals and waterways, and the Mississippi River, and 
Illinois River, and so on ? 

Mr. Sratey. I have never really studied that proposition very care- 
fully. I have this thinking generally about the St. Lawrence seaway. 
[ think it will be a tremendously helpful thing to the economics of the 
country, but I think it is big enough to stand and can pay its way. 
These connecting waterways may be considered part of the same 
project, and may not. But when you are talking about the transporta- 
tion and the commerce that is going to be conducted on the Great Lakes, 
a lot of people get into that picture—even little boys like us get on 
there. We move freight from the head of the lakes down to the 
Georgian Bay ports and to the sea. It is a different character of 
commerce. 

I am trying to say predominantly this business on the inland water- 
ways is for the big boy. 

Mr. Reuss. The big boys, too, carry a great deal of freight on the 
Great Lakes? 

Mr. Starter. I know. 

Mr. Reuss. The iron ore movement, for instance, is from the head 
of the lakes. 

Mr. Srarey. That is right. 
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Mr. Revss. I must say, as I read the recommendation itself, No. 8, 
it is that Congress authorize a user charge on inland waterways. I will 
leave out the rest of it. 

On page 81, three pages before that, the Commission says: 

The broad picture of our inland waterways is, first, that the Great Lakes sys- 
tem, when completed, will connect great cities along 2,000 miles, as far west as 
Duluth with the Atlantic. 

To me it says pretty clearly in talking about inland waterways they 
are talking about the Great Lakes. 

Because I think your testimony has been most helpful and valuable 
I would like really to get your point of view on these connecting chan- 
nels. Either the Hoover Commission is right or wrong on that. 

You said quite clearly and forthrightly you think they are right as 
regards the Mississippi River, and the Tennessee, and Illinois, and 
other waterways. Now I would like to know whether you think they 
are right or wrong as regards the connecting channels in the Great 
Lakes. 

Mr. Sratry. I wish I could give you a more definite answer, but as 
I read the report, they talked of the St. Lawrence seaway and they 
talked of port charges and talked of the Great Lakes system, and then 
talked of the inland waterways. In reading the language which you 
just read, it seemed to me they left out, or said the St. Lawrence seaway 
is fixed up. They left out anything about the ports on the Great Lakes, 
and there has been a distinction all through this discussion, it seems to 
me, as between the situation on the Great Lakes and on the inland 
waterway system. So when I look at this recommendation I am direct- 
ing my attention to the inland waterway system as I understood it, 
which excluded the Great Lakes, and I would not want to give you a 
horseback opinion as to what ought to be done about that. 

Mr. Reuss. May I ask you this: Because you have given a very seri- 
ous and searching look into this whole problem and because the dozens 
and dozens of other witnesses who have read this report feel that the 
Hoover Commission was making a recommendation about user charges 
on the Great Lakes—and rightly or wrongly, that is what the average 
person seems to think—I would appreciate it if you perhaps could sup- 
plement your testimony this morning by way of letter, or whatever 
form you wish, giving us your views on whether you think there ought 
to be user charges for Great Lakes improvements and operation and 
maintenance costs. 

Mr. Srarry. I will be glad to be of help to you if I can and give you 
an opinion after I have had a chance to study it a little bit. 

Mr. Reuss. I did not want to press you. 

Mr. Sratry. Mr. Jones, I want to appeal to you especially for help, 
because we are one of your constituents over there in Morgan County. 

Mr. Jones. Yes, sir. 

Mr. Sratey. And we buy a lot of chickens and eggs from your 
voters, and buy a lot of corn that they raise. So you come to our 
rescue. We are pretty proud of you in the Eighth District. 

Mr. Jones. Do you use the Tennessee River ? 

Mr. Starry. Unfortunately they do not ship chickens or eggs on the 
Tennessee River, but we buy grain that comes in by water. 

Mr. Jones. Do you buy grain at the Indiana Co-op ? 
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Mr. Sratey. We buy grain at Guntersville, and at Chattanooga. 

Mr. Jones. A new plant? 

Mr. Sratey. Yes, sir, and a great deal of your fine northern Ala- 
bama white corn. 

Mr. Jones. Let’s get to talking business here. Off the record. 

( Discussion off the record.) 

Mr. Jones. It was nice to have you, Mr. Staley. 

Mr. Sratry. It was a pleasure being here. 

Mr. Jonrs. Without objection, appendixes A, B, and C, attached to 
Mr. Staley’s prepared statement, will be made a part of the record at 
this point. 

(Appendixes A, B, and C are as follows :) 


APPENDIX A 


The following appears on page 895 of the Task Force Report on Water 
Resources and Power, volume 2, Commission on Organization of the Executive 
Branch of the Government: 


Commerce and Federal cost of 15 major inland waterways (Intracoastal Water- 
way excluded), 1952? 
ct i ‘? oy oe i ! ! 
| ; | Total Federal) Average 
Ton-miles jcost including} annua] main- 
1952 | fiscal year tenance and 
(thousands) |1953 (excludes|operation cost 


Length | Tonnage 
(miles 1952 





— —_— ——— 


|maintenance)| 1949-53 


| 10,745, 514 | $179, 936, 000 | 


Lower Mississippi River. - -- 736 | 23, 444, 708 2 $7, 000, 000 
Middle Mississippi River 195 3, 285, 980 | 1 . , 698, 955 | 1, 129, 683 
Upper Mississippi River - - - : 663 12, 855, 945 | 2, 053, , 702, 197 3, 823, 903 
Ohio River-__-- Os 5, 957, 367 10, 362, 4 5, 173, 405 | 7, 549, 913 
Monongahela River - -- 131 28, 083, 188 1 , 871, 277 | 1, 283, 713 
Allegheny River a . | 72 | 3, 539, 045 § , 147, 860 | 327, 935 
Illinois Waterway » 336 | , 434, 271 2, 31, 013, 307 1, 582, 833 
Missouri River__..____- | 762 2, 845, 534 | yi , 863, 773 | 6, 729, 440 
Cumberland River 513 2, 168, 148 , 8 33, 920, 561 | 710, 753 
Ouachita and Black River 417 95, 010 , 928 5, 248, 619 356, 495 
Warrior River system__- 472 2, 553, 754 ,742 | 25,903, 806 | 1, 057, 776 
Columbia River ‘ 222 3, 173, 956 , 533 | #59, 407, 500 | 4 600, 000 
Sacramento River__- 245 | , 889, 466 4 | 5, 079, 392 | 229, 223 
Kanawha River 91 3, 900, 378 d 2 27, 167, 230 305, 397 
Tennessee River___---- 650 5, 837, 522 97, 203 | § 172, 831, 668 7 1,840, 208 


Total 6, 486 180, 064, 272 31, 774, 678 |1, 261, 975, 550 34, 527, 270 


| Data from annual reports Chief of Engineers, U. S. Army. 

4 Estimate based on 1949 costs of $7,850,000 (as reported by Corps of Engineers to Appropriations 
Committee, 1954). 

3 Data from report of Corps of Engineers to Appropriations Committee, Jan. 4, 1954. 

4 Estimate based on 1953 and 1952 costs of $637,300 and $525,800, respectively (as reported by Corps of 
Engineers of Appropriations Committee). 

5 Includes $12 million for Shasta Reservoir. 

* Computed using costs of TV A and Corps of Engineers. 

7 Costs responsible to Corps of Engineers $692,063; TVA costs do not include depreciation and river 
development studies. 
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..The following appears on page 900 of the Task Force Report on Water 
Resources and Power, volume 2, Commission on Organization of the Executive 
Branch of the Government: 


APPENDIx B 


Commerce and Federal costs of Gulf Intracoastal Waterway* 














ip 4 Total hee Average 
on-miles jcost insluding|} annual main- 
Section renee Toe 1952 fiseal year tenance and 
P (thousands) |1953 (excludesjoperation cost 
maintenance)| 1949-53 
Apalachee Bay to Apalachicola 
OS ree 7 276, 340 i: TE Leite ccpieseeadca eet i Mai 
To Panama City, Fla-_.........--.-- 61 833, 733 DEAN Wen chciwens acl ade kursensa 
To Choctawhatchee Bay, Fla-----_-- 62 1, 899, 194 103, 477 $5, 880, 468 $205, 349 
To Pensacola Bay, Fla.........----- 48 1, 772, 766 IEE fost Surgntaine ah Earn teseduteaan dame 
To Mobile Bay, Ala_.........-.---.-- 46 2, 271, 241 BE The wdickde «atcactbilenenmbete 
To New Orleans, ca ie 134 5, 786, 089 691, 703 |... ohmic 
To Sabine River, Tex..-..._-..----- 266 28, 057, 199 4, 198, 137 27, 937, 935 1, 666, 262 
To Galveston, Tex. ..........-.----- 90 | 19, 355, 294 RN OOP bisa sti son ick, Mevchedes bs 
To Corpus CIEE, WIR oo aticlot cence 192 10, 225, 755 1, 265, 202 24, 936, 409 1, 668, 578 
To Mexican border-_---...-..----.--- 143 817, 062 TRAE Panaits anne vena] tncw canner 
titi : al oo 
ccc sandebacke saetamdindl 1, 116 Sen ee Uh cehAcionesuc) | Catena t 3, 540, 189 
| — | — = —————————————— 
Atiinsted total... .cncccesscses 1, 367 | 42, 198, 164 7, 764, 746 58, 754, 812 3, 540, 189 








1 Data from annual reports of Chief of Engineers, U. 8. Army. 


APPENDIx C 


Extract From PaGEs 32 AND 33 or ProGRESS REPORT OF THE SENATE COMMITTEE 
ON INTERSTATE AND FOREIGN COMMERCE BY ITs DOMESTIC LAND AND WATER 
TRANSPORTATION SUBCOMMITTEE, PURSUANT TO SENATE RESOLUTION 50 +(8isT 
ConG.) 


The extent to which inland water transportation is subsidized could be appre- 
ciated better if the total subsidy could be translated into an annual cost per 
ton-mile on particular segments of the inland waterway system. Unfortunately, 
there is little data available which breaks down the total subsidy figures. In 
1940, however, the Board of Investigation and Research did compute the amount 
of the inland waterways subsidy for 1940. After amortizing capital facilities, 
eliminating expenditures for obsolete facilities no longer useful to navigation, 
and allocating the cost of joint facilities as between navigation and other func- 
tions and as between foreign and domestic commerce, the BIR concluded that 
“domestic waterway transportation was subsidized in 1940 to the extent of about 
$125 million.” * 


% Op. cit. Board of Investigation and Research ; subcommittee hearings, p. 201. 
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Using the basic data developed in the BIR report, the following table was 
submitted indicating the subsidy per ton-mile of traffic moving on the Mississippi 
iversystem in 1940: 


Domestic land and water transportation 


| Subsidy per 
Waterline Subsidy per | ton moving 
distance ton-mile ! entire dis- 

tance 





Mississippi River: 

Minneapolis to mouth of Missouri 

Mouth of Missouri to mouth of Ohio_- 

Mouth of Ohio to New Orleans. -_.............-....--..-- 
Missouri River-Kansas City to mouth 
Illinois Waterway 2 
Ohio River 
Monongahela River 3 
Allegheny River * 

Kanawha River ? 


Name of waterway | 


Miles | Mills 
663 


ON, Rosie poo 
aowworn@e+IO* 





1 Federal channel costs per ton-mile in 1940 as determined by the Board of Investigation and Research. 
2 Includes cost of navigation facilities borne by State of Illinois and Chicago Sanitary District. 
3 Length of navigable portion. 


Source: Subcommittee hearings, p. 201. 


The above table indicates the extent to which subsidies placed other forms of 
transportation at a competitive disadvantage in 1940. Since 1940 total exepndi- 
tures on inland waterways have doubled. A larger share of total expenditures is 
being devoted to the improvement of inland rivers and canals. The amount of 
intercity freight traffic carried on rivers and canals in 1940 was slightly more 
than half that carried in 1949. It seems clear, therefore, that the subsidies per 
ton-mile of traffic on major segments of the Mississippi River system are greater 
today than they were in 1940. 

Mr. Jones. Mr. Sullivan, Mr. Baur, Mr. Beasley, and Mr. Wagner. 
I believe you are all people who have to get a 2 o’clock plane. 

Mr. Sutxivan. Yes, sir. 

Mr. Jones. You are Mr. Sullivan? 


STATEMENT OF JAMES F. SULLIVAN, MADISON, WIS., REPRESENT- 
ING THE WISCONSIN ELECTRIC COOPERATIVE 


Mr. Suttivan. Mr. Chaiman and members of the committee, my 
name is James F. Sullivan of Madison, Wis. I appear before you to- 
day as a representative of Wisconsin Electric Cooperative, statewide 
organization of the 30 rural electric cooperatives who serve 86,000 
rural families in our State. 

You can readily understand how the interest of Wisconsin’s rural 
people in advancement of rural electrification prompted us to request 
an opportunity to discuss our views on the broad and vital field of 
national water resources and power policy. 

For you members of this subcommittee are well aware of how the 
adoption of a concerted and aggressive national policy in promoting 
the full development of rural electrification was responsible for our 
people today enjoying the blessings of electric power. 

Since passage of the Rural Electrification Act, the rural people of 
Wisconsin have received a very dramatic demonstration of how soundly 
conceived and well-administered policies can directly affect each and 
every one of us in the field of power. Every farmer in our State 
still has vivid memories of the days when rural electrification was con- 
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sidered the exclusive privilege of those wealthy enough to pay what 
I considered exorbitant rates, or who were fortunately located in the 
proximity of an urban area. 

Certainly this national power policy can be directly credited with 
building a helio life, creating greater opportunity, and making better 
free enterprisers out of millions of rural Americans. 

And none of us can accurately estimate the billions of dollars in 
increased purchasing power and tremendous new markets resulting 
from this policy. 

The recent report of the Hoover Commission on Water Resources 
and Power has caused real concern—even alarm—to our directors and 
managers who have had the opportunity to read or discuss it. Our 
alarm is not only based on the findings and recommendations of the 
task force and Commission. Even worse, it is a concern over what we 
consider to be the narrow and obviously biased approach engaged in 
by what was supposed to have been a highly responsible Commission 
appointed to serve in the interests of all Americans. 

Now, in behalf of our electric cooperative officials, I want to convey 
this message to you gentlemen. Chairman Jones, and you members 
of the subcommittee, we are very grateful to you that you would tax 
your valuable time to go out and conduct public hearings to assure 
the American people that you don’t intend to rely in Congress exclu- 
sively on the Commission findings, but want to be sure you have the 
whole story before exercising your legislative responsibilities. 

Now let us look, for a moment, at the field of electric power. There 
can be no question of the importance of electric power in a dynamic, 
free, American economy. There is no field where it is so important 
to permit free competition. And yet, we see here in America today 
that commercial power spokesmen are spending millions of dollars to 
convince our people that a commercial corporation in any area should 
be handed over monopolistic control of power supply. And, on the 
other hand, we see how spokesmen for the commercial power industry 
seek to sway the Congress, the Federal executive department and our 
courts to invoke and enforce policies clearly which could result in 
elimination of the right of the people to choose an alternate power 
supplier if service is considered unsatisfactory. 

Frankly, gentlemen, it is pretty hard to separate a skunk from its 
smell, and it is pretty hard to separate complete monopoly in the 
power business and all of its inherent weaknesses from monopoly in 
any other business in our economy. How can those spokesmen argue 
that they are defending free enterprise by destruction of any and 
all forms of competition ? 

Gentlemen, we insist that the Hoover Commission Report on Water 
Resources and Power is just another chapter in the unending propa- 
ganda battle being waged by the commercial utilities of this Nation 
to discredit any and every form of competition. 

Let me point, for example, to an editorial in the November 7 issue 
of Electrical World, a spokesman for the commercial utility viewpoint. 
Electrical World expresses displeasure because Hoover Commission 
recommendations regarding power aren’t being taken as seriously by 
the public as the publication would like. The magazine asks that the 
commercial utilities of the Nation get behind the Citizens Committee 


ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 1781 


for the Hoover Report to win greater public acceptance of the com- 
mercial utility viewpoint. 


This job,— 
and now I quote— 


falls directly in the lap of the electric companies because they have the under- 
standing and the direct interest required to do it. 

And I believe that anyone examining the Commission recommenda- 
tions would readily agree that the electric companies certainly have 
the direct interest, as they said it, required to justify spending a few 
bucks to sell the American people on those findings—after all, they 
are part and parcel of what the utilities have been trying to sell the 
American public for years. I even suspect most of the recommenda- 
tions were worn threadbare. 

It is pretty hard, gentlemen, for a Wisconsin farmer to figure out 
just how he is helping this Nation creep or gallop toward socialism 
by supporting public policy which fosters competition in the electric 
industry, or which calls for public development of our natural re- 
sources when such development lays the groundwork for a stronger 
and more active economy in the area dev eloped. 

In Wisconsin we don’t happen to fit into a potential pattern of broad 
resource development such as one finds in the far Northwest, or the 
Tennessee Valley, or the Missouri Valley. However, we have seen 
demonstrated time and again how al] America benefits from the wise 
utilization of those resources. I do not say that all previous efforts 
in this field are above criticism. But those who would seek total re- 
versal of present policies on resource development are little different 
from the despoilers of our great lumber resources in our own State of 
Wisconsin almost a century ago, which we know plenty about. 

One of the major reasons rural electrification has been successful is 
that it emerged from a nationwide policy. The same opportunity for 
Wisconsin’s rural people to have rural electric power was provided for 
rural people across the length and breadth of this great Nation. Our 
electric systems have been subject to attack from Wisconsin to Florida, 
and from New York to Oregon. The nature of the attack varies with 
circumstances under which rural electric cooperatives developed. In 
Wisconsin, we heard a commercial utility lobbyist tell our State legis- 
lature several months ago that because we built our own gene rating 
and transmission facilities in Wisconsin in order that the farmers 
might serve themselves, we are promoting socialism. 

Competition in the power business can ‘help bring rates down to nor- 
mal levels. We have seen it in our electric co-ops. C ooperatives in our 
State never would have been successful had it not been for national 
policies permitting our rural people to turn to building their own 
facilities or purchasing from municipally owned systems when whole- 

sale power rates quoted them proved too high to be feasible. It was 

because many of our electric cooperatives were quoted rates as high as 
2 cents per kilowatt-hour that they organized the Dairyland Power 
Cooperative. 

Today Dairyland provides the wholesale power supply of 19 of our 
electric cooperatives. Another cooperative is served by a municipal 
system. Nine co-ops buy their supply from commercial companies. 
Competition in the power-supply business in our State has kept rural 
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wholesale rates down. A study conducted by the Wisconsin Public 
Service Commission several years ago showed that the two utilities 
studied kept their wholesale power rate for cooperatives down below 
the average rate of return enjoyed from other types of business. At 
the same time, the study showed that general rural retail rates also 
were kept down below the average rate of return enjoyed from all 
business. Yet there is probably little doubt that the total return to 
these utilities from rural business is much higher than could possibly 
have been earned at higher rates which would have discouraged con- 
sumption. 

The right of electric cooperatives, granted under our national power 
policies, to choose alternate sources of power supply where costs are 
high or service is inadequate certainly has been a major factor in the 
rapid rate at which rural people are adopting electric power for pro- 
ductive purposes. Electric cooperative load growth is considerably 
higher than for the power industry as a whole. And we are happy 
to say that in Wisconsin, the electric cooperative load growth exceeds 
even the national growth of electric co-op loads. The fact that our 
people have been able to take advantage of this competitive situation 
certainly has been important to our co-ops in building powerlines to 
remotely located rural dwellings. Without such a policy, Wisconsin 
wouldn’t today be able to point to the fact that more than 96 percent 
of our farms have electric service. Certainly the same is true of other 
areas of the Nation where cheap wholesale power has been the major 
factor in our progress toward complete rural electrification. 

Although Wisconsin today is located some distance from sources of 
Federal power, we feel we have a strong stake in the retention of the 
preference clauses in Federal legislation. Tremendous advances in 
technical know-how place nuclear energy and even solar energy within 
reach of us all during our lifetime. Development of our hydro re- 
sources can be expected to progress. 

Recently an Atomic Energy Commission study headed by Palmer 
Putnam, predicts that in the next century man will use 18 times as 
much energy in all its forms as he used in the past century. Putnam 
believes that man will never have quite enough energy. There can be 
no doubt that the manner in which we as a Nation control our energy 
during the next century will certainly dictate the standard of living 
and the national strength. Putnam feels the demand for power will 
be so great we will have to harness every available hydroelectric site 
within the limits of economic feasibility. 

Can there be any question that any power and water-resource policy 
which blindly favors private monopoly development can only narrow 
our national opportunities? The only nongovernmental organizations 
which can finance and develop power sites today are the great private 
corporations. And it is everywhere apparent, and logical, that they 
do not seek full development, but only want to “skim the cream” from 
the rivers, leaving the balance to run to waste. 

By the same token, only the large corporations can possibly invest 
the necessary capital to build the large transmission lines from fed- 
erally developed power sites to their load centers. Without the pref- 
erence provisions of Federal power laws, the small public suppliers 
would be deprived of any share of the low-cost power from these sites. 
Actually, to eliminate these provisions, the Federal Government would 
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most assuredly introduce the totally foreign philosophy of passively 
fostering the development of a commercial power monopoly on this 
Nation. It would place control of our national economic potential in 
the concentrated hands of those who achieve control of our large 
power corpor ations. 

Certainly in my lifetime this Nation has seen a tremendous new in- 
terest in fostering a dynamic and aggressive policy toward developing 
our resources and making electric power available to every citizen and 
enterprise in this Nation. The TVA Act, the REA Act, the multi- 
pares development projects in the Southe: ist, the Southwest, the 

Pacific coast, the Northwest, the Missouri Basin—are all products of 
that policy. ’ These developments certainly have contributed toward 
growth of our economy. Needless to say, we are delighted that one of 
the more recent fruits of that policy will touch us in Wisconsin, where 
the St. Lawrence seaway project promises new opportunity to our 
farms, our industry, and our port cities. 

This policy has meant reclamation of vast acres of unproductive 
land; it means protecting our people from the scourge of unnecessary 
and wasteful flood damage; it has meant new attacks on the problem of 
land erosion and adequate drainage. 

I am sure, gentlemen, that by use of a punitive and narrow yardstick, 
the feasibility of these projects—one by one—could have been ration- 
alized out of existence. And I don’t believe that even the most vocal 
advocates of the Hoover Commission findings would really want to live 
today in an America whose economy was depressed by the absence of 
these developments. 

All too often we hear the argument that regulatory commissions 

can adequately compensate for lack of public e ompetition in the = 
business. But the fundamental weakness of regulation in this respect 

is due to its static approach to determination of reasonable rates. It 
consists largely in determining a fair return on some rate base. Where 
there is no real competition, regulators lack cost standards as a basis 
for rates. They must assume, without proper comparative experience, 
that actual costs shown on the books of the company are reasonable, 

In our State of Wisconsin we had an excellent demonstration of this 
back in 1936. Nobody successfully challenged the reasonableness of 
rural rates in our State at that time, or the reasonableness of connection 
charges or contributions in aid of construction, Yet, when electric 
cooperatives entered the field, they adopted a standard rural rate based 
on the principle that dynamic s sales policies would create the required 
increase in sales to place these organizations on a self-sustaining basis. 
The new electric cooperative rate schedules not only proved to be 
venerally adequate, but resulted in statewide reductions in commercial 
power rates for rural service. 

I would like to take note of the absence in the Hoover Commission 
report of any discussion of the subsidies being handed out every day 
to private electric utilities as a national policy. It has been estimated 
that these subsidies in the form of interest-free loans through rapid 
tax-amortization certificates will reach $6.1 billion over a period of 
3314 years. This is twice as much money as the entire Federal invest- 
ment in power-producing facilities incurred over the history of this 
Nation. And administering this program is a member of the Hoover 
Commission, who concurred in the majority statement of the Commis- 
sion’s position. 
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Gentlemen, we in Wisconsin certainly agree that there is great need 
for intelligent planning of our future power requirements. We be- 
lieve, too, that wise national policy dictates a sound climate for com- 
petition. Ours is a competitive economy. But let’s not tolerate pol- 
icies which promote any kind of monopoly—whether it be private or 
public. We don’t oppose the development of the commercial power 
companies in our State or any other State. We hope and believe they 
will continue to thrive. Never in history have they enjoyed such 
success as they have under competition. Let’s not forget the lessons 
of the past—or the promise we all have for a bright future as a Nation. 

In closing, I want to submit as part of my wr itten statement, a writ- 
ten statement prepared by John P. Madgett, general manager of 
Dairyland Power Cooperative, in opposition to recommendation No. 

8 of the Commission. The statement is self-explanatory and demon- 
ie how imposition of tolls on our waterways can result in disloca- 
tion and an unfair burden on Dairyland’s 93 ,000 rural consumers as 
a result of a heavy increase in cost of transporting fuel from the coal- 
fields to steam plants i in the State. 

I want to point out they are not big corporations, but 93,000 rural 
farmers who were able to build our electric service at a low enough 
cost to bring the service to every farm, no matter how remote fron 
load center. Because we have been able to get cheap power. 

The estimate by the task force itself would mean about a 114 cent 
increase per ton-mile in coal costs for Dairyland, which would mean 
about 93 cents a ton, and based on the expected eee en in 1965 
it would mean approximately a million-dollar-a-year increase in the 
rural rates, which not any large corporation would Her to pay, but 
the 93,000 farmers who are using nonprofit electric power at cost. 

I want to thank the committee for the opportunity of presenting 
our position in regard to this Nation’s water resource and power 
policies. 

Mr. Jones. Thank you very much. 

Without objection, the statement you have identified will be made 
a part of the record at the conclusion of your testimony. 

Mr. Liescoms. Who is the author of the statement ? 

Mr. Sutiivan. Iam the author. 

Mr. Lrescoms. Of the other one, I mean. 

Mr. Sutiivan. Mr. John P. Madgett, general manager of the Dairy- 
land Power Cooperative, a transmitting and generating cooperative 
in Wisconsin which serves 19 Wisconsin cooperatives and 6 cooper- 
atives outside of the State. 

Mr. Reuss. I would like to ask you this question: Can you give us 
the history of power costs to rural areas in Wisconsin in the last 20 
years ? 

Mr. Sutuivan. I would be glad to, Mr. Reuss. 

When the electric cooperatives first went into operation, the aver- 
age power cost which included—you mean for the consumer, or whole- 
sale power ? 

Mr. Reuss. Either one. As long as we have the comparison the 
same. I wish you would give the dates also, if you can. 

Mr. Sutrrvan. All right. In approximately 1935 the average price 
for farmers in the State of Wi isconsin ran between 7 and 10 cents per 
kilowatt-hour. This included costs in aid of construction for people 
who lived some distance from existing powerlines, and it included 
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minimum rates. As the rural electric cooperatives started in busi- 
ness, théy came in with a rate schedule which provided for average 
costs at the time based on the farmer’s use of approximately 50 
kilowatt-hours of power at about 5 cents a kilowatt. 

Mr. Reuss. When was this? 

Mr. Suxtuivan. This was in 1936. However, most of the electric 
cooperatives in Wisconsin were not able feasibly to operate because 
most power companies wanted as much as 2 to 244 cents per kilowatt- 
hour for the wholesale power supply, at which time the Rural Elec- 
trification Administration made it possible for nine cooperatives in 
the northern part of our State to build their own generating facilities, 
and in 1939 they permitted another group of farmers in the southern 
part of the State to borrow funds to build another generating coopera- 
tive. These two organizations joined together in 1941 to supply the 
majority of Wisconsin farmers. 

Dairyland Power Cooperative immediately brought wholesale rates 
down. Each year since they have been in operation they have reduced 
rates, despite inflationary tendencies, as much as 8 to 10 percent, and 
until today Dairyland sells its wholesale power to the member coopera- 
tives, not calculating the investment costs, at less than 1 cent per kilo- 
watt-hour, and calculating the investment cost, with repayment of the 
loan and everything else, and eventu: uly an owner equity in the system, 
it amounts to about 1.34 cents, I believe it is, per kilowatt-hour. 

The rates charged to the rural consumer have gone down each year 
from an average rate of about 6 cents back in 19: 36 to where it is down 
to about 3.5 cents per kilowatt-hour as an overall average for the State. 

In those areas where farmers have increased their consumption the 
most it is down in the 2- to 3-cent bracket, but the Dairyland Power Co- 
operative alone, last year alone, in addition to meeting all of its require- 
ments, made a million and a half dollar advance loan repayment and 
dropped its power rates approximately 10 percent. 

Thts trend is going on readily as farmers are using more power and 
as Dairyland becomes more efficient by cooperating with other power 
suppliers i in the State by integrated facilities. Dairyland i is now tied 
in in its system with all commercial power systems in its area. 

Mr. Reuss. That 3.5-cent average—the statewide figure you gave 
us as being the rural-consumption average—does that compare with 
the 7- to 10-cent figure existing in 1935 ? 

Mr. Suuuivan. Yes, sir. 

Mr. Reuss. Where are Dairyland’s two generating facilities ? 

Mr. Suuuivan. Dairyland, as its load dev eloped, bulit more and 
more plants. Today they have 10 gener ating plants. Nine of them 
are located in the State of Wisconsin and one is in Minnesota. Three 
of the plants, the large steam plants, were built on the Mississippi 
River for the purpose of taking advantage of the favorable prices for 
transporting coal up the Mississippi from the coal mines. Even now 
it is necessary for Dairyland to pay as much for transporting that 
coal as it pays for the coal at the mines. 

Mr. Reuss. And the other seven plants are hydroelectric plants? 

Mr. Sutxiivan. Four of them are hydroelectric and 2 are diesel and 1 
is a combination diesel and natural gas. 

Mr. Reuss. What percentage of the power generation of Dairyland’s 
10 generating plants is hydro, and what is coal and diesel ? 
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Mr. Sutuivan. I would just have to give you an off-the-cuff figure. 
I would roughly estimate that about 20 to 25 percent of their capacity 
is hydro and about 55 percent is steam, or maybe 60 percent is steam; 
and about 15 percent is natural gas and diesel. 

Mr. Reuss, So that transportation charges on the Mississippi River 
are important in your overall production ? 

Mr. Sutivan. The reason why I cited the year 1965 was because 
Dairyland is now finding that their cheapest generation is in the steam 
end of it, and all of their expansion is going into their steam plants on 
the Mississippi River. They are now engaged in constructing a 50,000- 
kilowatt unit at their Alma plant on the Mississippi River. The last. 
two important installations of units have been in additional steam ca- 
pacity on the Mississippi River. 

Mr. Reuss. Is that because the falling water resources in the Wis- 
consin area are already fairly well exploited ? 

Mr. Sutiivan. That is right, sir. 

Mr. Reuss. Thank you. 

Mr. Jones. Thank you very much, Mr. Sullivan. We are glad to 
have had you. 

Mr. Lirscoms. I would like to ask a question. 

Mr. Jones. Yes, Mr. Lipscomb. 

Mr. Liescoms. Mr. Sullivan, were you speaking with respect tothe 
entire Report of the Hoover Commission on Water Resources and 
Power, or with respect only to recommendations No. 9 through 15? 

Mr. Sutttivan. I was speaking generally in terms of what we con- 
sider the philosophy of the report, without specifically limiting it to 
any discussion of specific recommendations. 

Mr. Liescoms. You mentioned near the beginning of your statement 
about the biased position of the Hoover Commission. I was wondering 
if you were referring specifically to the Commission or the task force, 
or are you against all of the Commission reports ? 

Mr. Sutiivan. We feel that the general philosophy of the entire 
report is based on the assumption that it would be advantageous for 
America to put commercial utility business in a position where it would 
eventually enjoy what we consider a monopoly in the power field. 

Mr. Lirscoms. Then you are just speaking in regard to Recom- 
mendations 9 through 15 in regard to power, perhaps ? 

Mr. Suttrrivan. I would have to have the various recommendations 
in front of me to ascertain the specific things. 

Mr. Lirscoms. Most of the people in co-ops are engaged in farming. 
Is that right? 

Mr. Sutrrvan. That is right. 

Mr. Liescoms, Have you, as a co-op, any opinion about the need 
for a national water resources policy in our nation, or any opinion on 
the recommendations in respect to the water resources as contained in 
the Hoover Commission report? 

Mr. Suuutvan. I believe it is always wise, of course, to have a na- 
tional water resources policy. I believe sometimes we cannot set up 
one standard policy to apply to all problems in our economy. For in- 
stance, we find when REA was started that we couldn’t even take issue 
with the fact that the commercial power companies did not feel they 
could serve the farmers. It was for economic reasons that they did 
not feel it was justified, and it was pretty hard to expect any company 
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to go in and invest its money in a type of business which may not 
produce any return for them. But here we found it necessary to apply 
a specific type of cure to a bad situation that existed with the farmers 
sitting in the dark. 

If we could have a national water resources policy that would be 
versatile enough to apply to specific situations, I do not see any objec- 
tion to it. 

Mr. Lirscoms. You are talking only with respect to power again. 
I was wondering about the development in respect to drainage, either 
locally or federally. 

Mr. Sutitvan. We have no recommendations on that 

Mr. Liescoms. So the charge you made against the Canbeiibiihin was 
pertaining to Recommendations 9 through 15? 

Mr. Sututvan. Yes. It pertained to those things that affect our 
position. 

Mr. Lrescoms. You do not believe the Commission was biased and 
wrong in all of their recommendations that they made on budget and 
accounting and legal services, and all of the rest ? 

Mr. Suttivan. I have no opinion on that. 

Mr. Lirscoms. So the charge you made about the Hoover Com- 
mission was just in respect to Recommendation 9 through 15? 

Mr. SuLtivan. Specifically, yes 

Mr. Lrescoms. You did not care for their philosophy ? 

Mr. Suiuivan. Yes. 

Mr. Lirescoms. Also in your statement you mentioned the compe- 
tition between co-ops and private utilities. I believe you mentioned 
that it was the competition that helped everybody. What do the co-ops 
use as a yardstick in regard to financing, that you compare with? 
How are the cooperatives financed ? 

Mr. Sutuivan. The cooperatives, of course, are financed through 
loans from the Rural Electrification Administration initially, which 
are made at 2 percent. That money is repaid over a 30-year period 
with interest. 

Mr. Liescoms. How does that 2 percent compare with the private 
utilities ? 

Mr. Sunuivan. There are some private utilities, I understand, that 
borrow money for approximately 3 percent, all the way up to 6 per- 
cent and 7 percent, depending on the position of the utility. 

Mr. Lirscomp. Is that interest rate included in this yardstick that 
you compare them with ¢ 

Mr. Suuiivan. It is pretty hard to compare that interest rate 
because the electric cooperatives, because of their nature as a marginal 
type of business, serving the type of business that the commercial 
utilities found infeasible to serve, would not be in a position to get 
the type of interest rate that the commercial utilities can command. 
As a result, without the assistance of lower Government interest 
rates your electric cooper: atives would probably have to pay 2 or 3 
times the interest rate they now pay, and possibly double the average 
private utility interest rate, because of the nature of their business. 

Mr. Lipscoms. What is the comparison in regard to taxes? What 
do you use as a yardstick for that ? 

Mr. Sutuivan. We try to determine a fair yardstick. I have in 
my briefcase a study which was completed by a professor at the 
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Commerce School of the University of Wisconsin, where he takes 
the rate of taxes paid by Wisconsin’s rural electric cooperatives and 
compares that with the taxes paid by commercial utilities—not includ- 
ing profit taxes because our cooperatives operate at cost and do not 
have any profit, but taking their property taxes. We found his study 
showed by basing it on ability to pay—and the particular methods 
he used in determining ability to pay was the turnover rate and the 
relationship of gross income to the invested capital—we found that 
the electric cooperatives of our State pay a comparable, if not a 
higher tax, than the commercial utilities do in the State. 

Mr. Lirscoms. That is your payment in lieu of taxes? 

Mr. Sutuivan. Yes, sir. 

Mr. Lipscoms. Do you pay excise taxes ? 

Mr. Sutiivan. Yes, sir. 

Mr. Lirscoms. But you do not pay any Federal income tax? 

Mr. Sutiivan. We have no income. We operate to the farmers as 
a cost service. 

Mr. Lirscoms. You brought up the subject of tax amortization 
certificates to private utilities and you considered that a subsidy. 

Mr. Suttivan. Yes, sir; itis, I think, sir. 

Mr. Liescoms. Do you feel that co-ops operate on a subsidy from 
the Government ? 

Mr. Sutuivan. Yes, sir. I think they do in a sense. I think they 
operate on a subsidy which was granted to them by the Federal 
Government in realization of the fact that due to the marginal nature 
of their business that the farmers of America would remain in the 
dark unless they had some sort of inducement as provided by the 
Rural Electrification Administration program. 

Mr. Liescoms. I have supported the Rural Electrification Adminis- 
tration appropriations in the past and probably will continue to do 
so, but I feel perhaps it is well Congress should look into some of 
these inequities that may exist. Do you think it is a good idea that 
that is done? 

Mr. Sutxivan. I think it is fine. I personally do not feel there are 
any inequities in the relationship of electric cooperatives functioning 
in our economy in relationship to electric utilities. By their nature 
they are limited in the service they can perform. In Wisconsin they 
cannot go in and serve a community even though it is sitting there 
and wants its service, because by the nature of our organization we 
are limited. We have to take a marginal operation. On the whole 
our average density of number of farms served by rural electric co- 
operatives in Wisconsin is about 2.7. In the commercial utilities, who 
went in and served the more feasible type of rural load, they average 
414 to 514 farmers per mile, even in their rural systems, and have a 
much greater feasibility and much greater ability to operate on a 
sounder basis than we do. 

We feel the recognition by you Members of Congress that these less 
dense areas could not get service unless they were taking into considera- 
tion some of those factors, is the reason why the REA program was 
created. I think we have under the REA program proven it is the 
means by which the farmer can get the electric service in the remote 
areas. 
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Mr. Lirscoms. So you think it is well that the Congress do study 
récommendations like those asked for in the Hoover Commission re- 
port, and also the Kestnbaum Commission, and any recommendations 
the President may make, so that we can re-evaluate these programs over 
a period of years ! 

Mr. Sutiivan. Yes, sir. I think it is equally important any studies 
of that nature be done as a basic study, looking into the situation and its 
advantages. 

Mr. Lirscoms. For instance, you oppose the whole Commission re- 
port, which also includes a recommendation like No. 12, which says 
that some of these Administrations and projects should come under 
the Government Corporation Control Act. That may be a good thing 
and it should be studied. I believe TVA comes under the Government 
Corporation Act, does it not ? 

Mr. Jones. No. 

Mr. Lirscoms. But that is a recommendation in the power section 
that you are opposing, and I believe it is a worthwhile thing for this 
committee to look into, and for the Congress to look into. So when you 
take a crack at the whole thing, I think it is well to give it some 
pretty serious study, in my estimation. 

Mr. Jones. Thank you very much, Mr. Sullivan. We are glad to 
have you. 

(The statement submitted by Mr. Sullivan is as follows :) 


DAIRYLAND POWER COOPERATIVE, 
LaCrosse, Wis., November 18, 1955. 
Congressman ROBERT JONES, 
Chairman, Government Operations Subcommittee of the House of Repre- 
sentatives. 

GENTLEMEN OF THE COMMITTEE: My name is John P. Madgett of LaCrosse, 
Wis., and I appear before you here today as general manager of Dairyland Power 
Cooperative. 

The cause of this statement to committee members is the fact that I have 
read the report entitled “User Charges on the Waterways of the United States,” 
appearing in volume 3 of the Task Force Report on Water Resources and Power, 
as prepared for the Commission on Organization of the Executive Branch of the 
Government. I read Professor Frederick’s 16-page document, initially, with in- 
terest and, as I progressed, with amazement, and, finally, with alarm. I should 
like to convey to you some of the reasons for my apprehension. 

The lifeblood of the business which I represent is coal—coal which comes up 
the Mississippi River in barges, and which is used in our steam power stations 
to generate electricity. I represent a fuel-starved area which is entirely de- 
pendent upon imports from the South, whether for coal, oil, natural gas, or 
gasoline. Because of our geographic isolation from the sources of fossil fuels, 
transportation costs are the largest single expense item in fuel costs. Shippers 
and allied interests have striven mightily over the years, and have had consider- 
able success in producing ever more efficient methods of keeping transportation 
costs toa minimum. But the distances from source to point of use are great—and 
are very real. Our best efforts in the field of coal transportation, for instance, 
result in a situation where it is a fact that transportation costs per ton of coal 
are greater than the cost of the coal itself at the mine. In short, gentlemen, I 
represent an area which is one of the highest fuel cost areas in the entire Nation. 

By way of brief explanation, let me first say that Dairyland Power Cooperative 
is now supplying electrical energy at cost to 93,000 farmers and rural businesses 
in the 4-State area of Wisconsin, Minnesota, Iowa, and Illinois, of which 60,000 
are located in the western half of Wisconsin. Dairyland generates, transmits, 
and sells at wholesale electrical energy to its 26 member rural electric distribu- 
tion cooperatives who own and control Dairyland. These member cooperatives 
actually distribute the electricity to their farmer members. Dairyland has 9 
generating stations with a total capacity today of 165,000 kilowatts, and this 
eapacity will be increased to 215,000 kilowatts with the addition of a new unit now 
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under construction at the Alma station. The three largest of Dairyland’s generat- 
ing plants, having a total capacity today of 130,000 kilowatts and, with the addi- 
tion mentioned above, a capacity of 180,000 kilowatts, are steam power stations 
located on the Mississippi River at Alma, Genoa, and Cassville, Wis. This most 
recent addition will cost in excess of $842 million and we expect the unit to be 
on the line before the year’s end in 1956. From your past studies and in other 
hearings, I am sure that you recognize that coal represents the largest single item 
in the cost of production of electrical energy in steam generating stations, repre- 
senting approximately 55 percent of the total final cost at the bus bar. These 3 
stations presently consume annually 300,000 tons of coal, which is brought by 
barge up the Mississippi River during the navigation season. Years of competi- 
tion have established a differential between rail and water transportation in this 
region so that, at the present time, we are able to get coal by barge at an average 
of $1.75 per ton cheaper than by rail. Should the price of coal substantially in- 
crease for any reason, you can well appreciate the increased cost involved inas- 
much as our projected studies show that increased demands for electricity will 
require the use of a minimum of 550,000 tons of coal annually by 1960 and in 
excess of a million tons by 1965. 

I would like to direct my remarks particularly to the conclusion appearing on 
page 1311, volume III, of the task-force report, which reads as follows: “For 
the combined Mississippi River systems, exclusive of the Missouri, and for the 
Ohio River system, average charges would probably not exceed 1.5 mills per ton- 
mile.” I believe you can readily appreciate why I am alarmed at this conclusion. 
Dairyland Power Cooperative and the 93,000 farmers and rural businesses which 
it serves will be adversely affected for various reasons should any system of user 
charges be superimposed or injected into our present economic position. The price 
of coal will increase and, hence, the cost of electricity will go up. Farmers will be 
paying more for fertilizer and the grain production revenues will be no further 
reduced when shipped by barge under the task-force proposal. A wide variety 
of prices to farmers, as consumers, will increase. As we see the situation, a user 
charge would result in a major dislocation in the operations of Dairyland Power 
Cooperative and its service area which extends 400 miles from north to south, and 
250 miles from east to west. It would dry up the upper Mississippi industrially 
and would be a severe blow to the entire economy of America’s Midwest. We are 
convinced that user charges will be detrimental to the many. We recognize that 
it will be highly beneficial to the few. 

We totally disagree with the professor's conclusions that the railroads have 
paid back in services the subsidies they have enjoyed. It is one American indus- 
try that has been subsidized since its inception and is continuing to enjoy 
Federal subsidies. Water transportation on America’s inland waterways needs 
encouragement and, in equal respects, needs some subsidization that the rail 
industry enjoys, and, if we can believe the advertising appearing in many of 
the national magazines, paid for by the Association of American Railroads, they, 
too, claim that they would like to enjoy free competition without regulation for 
the benefit of the American public. We attach a copy of an advertisement ap- 
pearing in the U. S. News & World Report under date of November 18, 1955. 
They further claim that they would like to enjoy greater freedom from regula- 
tion, but it has continually been our experience that the various commissions 
have gone along with discriminatory rates, which rates remained unchanged 
until river ports were opened for competitive transportation. In 1954 rail rates 
from Belleville, Ill., to the Ford dock were reduced from $0.84 per ton to $0.70 
per ton. The fact that mines located on the Ohio River had recently gone into 
operation and were loading coal directly onto barges was instrumental in bring- 
ing about this reduction. I could state instance after instance of unfair railroad 
competition which continued to exist until the influences of true competition 
went to work and reduced railroad rates. We, like the railroads, would like to see 
less interference and the forces of competition go to work. 

A ton of coal brought to Dairyland steam generating stations travels by barge 
an average of 625 miles upstream, the longest haul being 913 miles. Using an 
average of 625 miles and a user charge of 1.5 mills per ton-mile, this means that 
from this cause, alone, the average cost per ton of coal would be increased ap- 
proximately $0.95. At our present rate of use, this would cost Dairyland an 
additional $285,000 annually, and by 1965, when our requirements will be 1 
million tons of coal annually, this would cost us $950,000. Dairyland supplies 
electrical energy at cost. The farmer users in the Dairyland system would have 
to bear this additional cost—an' additional burden which they can ill afford to 
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do from their current harassed state, economically speaking. We believe that 
America, in the long run, will basically be only as strong as its agricultural 
economy. 

Dairyland’s investment in dock facilities, only, at our 3 steam plants exceeds 
$500,000. These additions were all made since 1940. The additional 50,000- 
kilowatt unit at Alma, Wis., includes $80,000 for dock improvements alone. Be- 
lieve me, gentlemen, when I tell you that the bulk of our generating capacity was 
placed on the Mississippi River only after full recognition was given to the tra- 
ditional policy of the United States Government in improving the inland water- 
ways of the Nation and our dependence on a continuation of that policy. They 
were put there, frankly, to take maximum advantage of the long-established 
differential between rail and water transportation rates. If a system of user 
charges, such as is indicated in the task-force report, goes into effect, not only 
our investment, but a truly tremendous investment in all the Mississippi water- 
ways would be rendered useless. 

In addition, it would be necessary to install railroad unloading facilities. In 
the case of Dairyland, it would be necessary for us tu spend $200,000 to install 
these facilities at our 3 steam plants, and it would, of course, be necessary for us 
to use different methods for unloading and handling the coal. The great area 
served by Dairyland Power Cooperative has not been blessed with fuel deposits. 
Nor is the area blessed with large-scale hydroelectric possibilities. Probably 
no area in the country has used to maximum benefit the few hydroelectric sites 
that are available. The one compensating factor which our farm people have 
had is the natural resource of the Mississippi waterway. Their lives and their 
fortunes and their entire economy has been built around a continuation of his- 
toric policies of this Nation. In their behalf, may I urge you to do everything 
in your power to see that the recommendations of the task force, relative to user 
charges on the inland waterways of the United States, are never put on the 
statute books. 

This, by no means, is the first attempt to eliminate competition of the vast in- 
land waterway system. I would like to call your attention to Senate bill 951 
and my letter to Senator Wiley as reprinted in the Congressional Record of 
April 14, 1955, page 3726, a copy of which is attached. I hope our viewpoint on 
the pending matter will be as thoroughly considered as it was on the bulk-com- 
modity legislation resulting in the committee’s rejection of the task force 
recommendation. 

Respectfully submitted. 


JOHN P. MApDGETT, General Manager. 
(The documents attached to the statement are as follows :) 


[From the U. S. News & World Report, November 18, 1955] 
How COMPETITIVE PRICING IN TRANSPORTATION WovuLp Herp You 


In most American businesses, the benefits of greater efficiency can be passed 
on promptly to the public. In the transportation business, however, this is not 
always the case. 

Consider what has happened on the railroads. 

In the last 30 years the speed of the average freight train has gone up more 
than 50 percent ; the load has nearly doubled and the hourly output of transporta- 
tion has increased nearly three times. 

To make possible these and other gains in efficiency, the railroads have spent, 
since the end of World War II, nearly $11 billion—every dollar of which was 
financed by the railroads themselves. 

But—as is shown in the report of a special Cabinet Committee appointed by 
the Presidenf—Government regulation frequently denies to the public the benefit 
of the lower costs of the most economical form of transportation, so as to protect 
the traffic and revenues of carriers with higher costs. The result, as the Cabinet 
Committee says, is that shippers and, ultimately, the consuming public must pay 
more for freight transportation than would otherwise be necessary. 


WHAT CAN BE DONE TO CORRECT THIS UNHEALTHY SITUATION? 


The special Cabinet Committee recommended that railroads and other forms 
of regulated transportation be given greater freedom to base their prices on their 
own natural advantages. At the same time, Government regulation would con 
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tinue to prevent charges which are unreasonably high or unreasonably low, or 
are unduly discriminatory. 

This would make it possible to pass on the benefits of the most efficient oper- 
ations to shippers, producers and retailers, and to the consuming public which 
in the end pays all transportation costs. 

Bills based on Cabinet Committee recommendations have been introduced in 
Congress. For full information about this vital subject, write for the booklet, 
Why Not Let Competition Work?—Association of American Railroads, 924 
Transportation Building, Washington 6, D. C. 


DESIGNATION OF LAKE BEHIND McNary DAM AS ALDRICH LAKE 


Mr. Neupercer. Mr. President, I present for appropriate reference and ask 
unanimous consent to have printed in the Record a joint resolution of the Oregon 
State Legislature asking that the lake behind McNary Dam on the Columbia 
River be named Aldrich Lake, in tribute to the late E. B. Aldrich, publisher of 
the Pendleton East Oregonian, and a pioneer in the crusade to develop water- 
power and navigation on this great waterway of the Pacific Northwest. 

Mr. Aldrich is remembered throughout Oregon as a man of integrity and vision, 
who defiied carping critics in his persistent advocacy of multipurpose develop- 
ment of the Columbia River. Some of these critics predicted that Columbia River 
projects never would fulfill their purpose. The success of these projects is the 
most enduring monument which Mr. Aldrich could have erected to his memory. 

There being no objection, the joint resolution was referred to the Committee 
on Public Works; and, under the rule, the joint resolution was ordered to be 
printed in the Record, as follows : 


“HOUSE JOINT MEMORIAL 12 


To His Excellency, the Honorable President of the United States; to the Honor- 
able Secretary of the Interior; to the Honorable Senators and Representa- 
tives from Oregon in Congress of the United States of America, and to the 
Board on Geographic Names: 


“We, your memorialists, the 48th Legislative Assembly of the State of Oregon, 
in legislative session assembled, most respectfully represent as follows: 

“Whereas in 1954 the President of the United States of America threw the gov- 
erning switch which sent thousands of kilowatts of electrical energy, from a 
mighty dam that had just been constructed spanning the Columbia River, a his- 
torical day for the Nation marking another milestone in the progress of the 
Pacifie Northwest ; and 

“Whereas it was proper and fitting that the dam should be named McNary in 
order to perpetuate the name of this illustrious pioneer statesman, Charles Linza 
MeNary, who, cooperating with his friends and neighbors, had within the span 
of one lifetime built from an unexplored wilderness and sagebrush country a pro- 
gressive and stable part of our United States, homes and industries of the North- 
west consuming hundreds of thousands of kilowatts provided by McNary Dam 
and other dams promoted by Senator McNary and his neighbors; and 

“Whereas Oregon and Washington owe so much to pioneer citizens whose hard 
work and fortitude made the Northwest great; and 

“Whereas the dam being named McNary after a pioneer statesman, it would 
be proper and fitting that the waters creating a lake back of McNary Dam be 
named Aldrich Lake as a memento to that tireless newspaper editor, Edwin Bur- 
ton Aldrich, who spent his entire life using his pen to achieve greater things 
for the Pacific Northwest through the development of its water resources; and 

“Whereas E. B. Aldrich, editor of the East Oregonian in Pendleton, Oreg., 
was the leader at the first meeting ever called for the development of the resources 
of the Columbia River; and 

“Whereas E. B. Aldrich was one of the Northwest’s representatives sent to alert 
the Congress of our Nation and Corps of Engineers of the power potentialities 
of the Columbia River; and 

“Whereas it was E. B. Aldrich and his associates who secured the first 
money ever appropriated for the study of the Columbia River; and from that 
meager appropriation of $50,000 from the Congress of the United States and 
$10,000 from the State of Oregon an embryo was created from which has emerged 
multipurpose dams on the Columbia River; and 
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“Whereas although E. B. Aldrich’s pen was forever stilled by his death in 1950, 
a record of his achievements should :be marked for all time: Now, therefore, be it 
“Resolved by the house of representatives of the State of Oregon (the senate 
jointly concurring therein), That the Congress of the United States is respectfully 
memorialized to name this lake Aldrich Lake; and be it further 
Resolved, That copies of this memorial be transmitted to the Honorable Dwight 
D. Eisenhower, President of the United States; the Honorable Douglas McKay, 
Secretary of the Interior; the Honorable Wayne Morse, United States Senator 
from the State of Oregon; the Honorable Richard Neuberger, United States 
Senator from the State of Oregon; the Honorable Walter Norblad, Representa- 
tive in Congress from the State of Oregon; the Honorable Sam Coon, Represent- 
ative in Congress from the State of Oregon; the Honorable Edith Green, Repre- 
sentative in Congress from the State of Oregon; the Honorable Harris Ellsworth, 
Representative in Congress from the State of Oregon; and the Board of Geo- 
graphic Names. 
“Adopted by house March 23, 1955. 
“EpItH ByRoNn Low, 
“Chief Clerk. 
“BE. B. Geary, 
“Speaker of House. 
“Adopted by senate March 30, 1955. 
“Eximo E. Smiru, 
“President of Senate.” 


REMOVAL OF BULK COMMODITY EXEMPTION WITH RESPECT TO INLAND WATER 
CARRIERS—LETTER 


Mr. WiLeEY. Mr. President, I present a very important letter from John P. 
Madgett, general manager of the Dairyland Power Cooperative, which serves 
87,000 farmers and rural businesses in the 4-State area of Wisconsin, Minnesota, 
Iowa, and Illinois. Mr. Madgett writes concerning the adverse effect of legislation 
to remove the bulk commodity exemption with respect to inland water carriers by 
amending part 3 of the Interstate Commerce Act. 

I ask unanimous consent that the letter be printed in the record at this point, 


and be thereafter appropriately referred. 
There being no objection, the letter was referred to the Committee on Inter- 
state and Foreign Commerce, and ordered to be printed in the Record, as follows: 


DAIRYLAND POWER COOPERATIVE, 
La Crosse, Wis., March 25, 1955. 
Hon. ALEXANDER WILEY, 
Senate Office Building, 
Washington, D. C. 

Dear SENATOR WILEY: On February 4, 1955, Senator Warren G. Magnuson, 
chairman of the Senate Committee on Interstate and Foreign Commerce intro- 
duced by request Senate bill 951. The purpose of the bill is to remove the bulk 
commodity exemption with respect to inland water carriers by amending part III 
of the Interstate Commerce Act. Passage of the bill would have the effect of 
extending the regulatory powers of the Interstate Commerce Commission to inland 
water transportation of dry bulk commodities. 

A close perusal of this bill leads us to the conclusion that we oppose passage 
of the legislation for the following reasons: 

1. The time schedule, geographic rights, and commodity rights provisions of the 
bilt are needlessly restrictive. They are unrealistic, unfair, and in our opinion 
totally unconscionable. 

2. It will discriminate against the Mississippi waterway while still exempting 
traffic in the Great Lakes and in the offshore trades. 

. We believe it is a needless extension of Federal authority. 
. It will throttle and kill present healthy competition. 

5. It will promote monopoly and a cartel type of economy. 

5. It will unduly benefit few carriers to the detriment of the many. 

7. Because of the operation of the price structure for water transportation when 
under Interstate Commerce Commission regulation as exemplified by 15 years past 
experience, we are convinced that the enactment of S. 951 will have the effect of 
substantially increasing the rates for shipment of bulk commodities and will sig- 
nal the end of low-cost inland water transportation. 
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8. Dairyland Power Cooperative and the 87,000 farmers and rural businesses 
which it serves will be adversely affected for various reasons. The price of coal 
will rise and, hence, the cost of electrical energy will go up. Farmers will be 
paying more for fertilizer, and profits on grain sales when shipped by barge will 
godown. A wide variety of prices to consumers will increase. 

In contrast we believe that under existing law: 

1. We have open, free and fair competition among all carriers. Even certifi- 
cated common carriers are free to and do compete with the unregulated carriers 
for liquid and dry bulk cargoes. 

2. There has been a healthy and continuing expansion of the transportation in- 
dustry without regulation. The bulk commodity field is one in which “small busi- 
ness” has had a chance and where there is presently a minimum of monopoly. 

3. Competition has held the price structure in line to the mutual benefit of ship- 
per, carrier, consumer, and the general public. None has been hurt, everyone has 
benefited. 

4. Long-term “tailor-made” service contracts between carrier and shipper or 
buyer characterizes much of the current contract carrier business. Dairyland 
Power Cooperative, one of the many large buyers of coal, sees no valid reason 
why this system should not continue. 

As you know, Dairyland is now supplying electrical energy to 87,000 farmers 
and rural businesses in the 4-State area of Wisconsin, Minnesota, Iowa, and 
Illinois, of which 60,000 are located in the State of Wisconsin. Of Dairyland’s 9 
generating stations, with a total capacity of 165,000 kilowatts, the 3 largest are 
steam power stations located on the Mississippi River at Alma, Genoa and Cass- 
ville. An additional 50,000-kilowatt unit is now being installed at Alma and will 
be on the line in late 1956. Coal represents the largest single item in the cost of 
production of electrical energy in steam stations, representing approximately 50 to 
55 percent of the total final cost. These 3 plants annually consume 300,000 tons of 
coal which is brought by barge up the Mississippi River during the navigation sea- 
son. Years of competition have established a differential between rail and water 
transportation in this region so that at the present time Dairyland can get coal 
by barge at an average of $1.75 per ton cheaper than by rail. Should the price 
of coal substantially increase for any reason you can well appreciate the increased 
costs involved inasmuch as we anticipate that increased demands for electricity 
will require us to use a minimum of 500,000 tons of coal annually by 1960. 

We appreciate the heavy duties which you are carrying and that this is just 
one of many bills which you must consider. However, we, the directors, manage- 
ment, and farmer members of the Dairyland Power Cooperative, would sincerely 
appreciate any effort that you can make before either the Senate or House Com- 
mittees on Interstate and Foreign Commerce in order to get the foregoing view- 
points before the committee. Should you desire further information from us as to 
our operations and as to our opposition to this bill, kindly feel free to write. 

Yours very truly, 
JOHN P. Mapcett, General Manager. 


Mr. Jonrs. The Chair would like to state we have some 13 more 
witnesses here, so we are going to have to go ahead pretty rapidly. 

Our next witness is Mr. Edward Baur, director of the National 
Association of Soil Conservation Districts. 


STATEMENT OF R. EDWARD BAUR, LIVESTOCK FARMER, SOUTH- 
ERN IOWA, DIRECTOR, NATIONAL ASSOCIATION OF SOIL CON- 
SERVATION DISTRICTS 


Mr. Baur. Ladies and gentlemen, I am Edward Baur, livestock 
farmer of southern Iowa, privileged to serve as a soil conservation dis- 
trict commissioner and a director of the National Association of Soil 
Conservation Districts. I have worked with soil and water problems 
for 12 to 13 years. I am one of 13,000 soil conservation district super- 
visors or commissioners all over America. I represent the National 
Association of Soil Conservation Districts and am a commissioner in 
the Madison County Soil Conservation District. 
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We are grateful to you gentlemen for earnestly seeking honest an- 
swers to the soil and water conservation problems of this great country. 
My concern in appearing here today is to do my part in keeping Amer- 
ica great and to bring you information in your determination to help 
accomplish that purpose. 

I understand recommendations in the Hoover Commission report 
propose to turn over the building of small dams to the Army engineers. 
This is a field of soil and water conservation endeavor in w hich the Soil 
Conservation Service has had years of experience working as the tech- 
nical service to soil-conservation districts. The record has been one 
of successfully designing permanent type structures and getting splen- 
did cooperation from landowners and local people. Soil conservation 
districts are the local organization to which local people apply to re- 
ceive their technical service. They have had very little experience 
working with Army engineers, and I would add that the experience of 
Army engineers in w orking with local people has been limited, and 
in some cases, very poor. 

The present method of local peopie requesting technical service from 
the soil-conservation districts is understood. It is an understanding 
built on years of experience. It is successful. The district program 
provides that the local farmer in applying land treatment as well as 
in making cash contributions will shoulder a fair portion of the cost. 
He has an investment in the project. I feel a method that is under- 
stood, is used widely, and has accomplished enduring soil conservation, 
should not be scuttled lightly. Revamping the program of building 
of dams from a locally inspired and encouraged project serviced by the 
technical services of the soil-conservation district to a public work type 
program cannot accomplish the same successful results. 

Some specific points I would like to make are: 

1. Land treatment, including crop rotations, waterways, terraces, 
and so forth, is considered in developing the upstream watershed pro- 
tection and flood-prevention program. The soil-conservation district 
has the help of the Soil Conservation Service and other technical per- 
sonnel to work with farmers in watershed areas. 

2. Farmers enter into agreements with their local soil-conservation 
district. In these agreements the farmer indicates the practices he ex- 
pects to apply and receives assurance that the soil-conservation district 
will provide technical assistance that he needs. 

3. The soil-conservation district is in a position to work with, en- 
courage, and assist farmers in planning and applying needed conserva- 
tion measures that are essential to an efficient and satisfactory flood- 
prevention program for a watershed. The district can also set up cer- 
tain minimum land-treatment work that must be installed before struc- 
tures or other measures are installed with public funds. 

4. Contractors who build terraces, blade in waterways, build farm 
ponds, install drainage and other practices work closely with the 
soil-conservation district governing body and the United States Soil 
Conservation Service and other agencies assisting the district. 

5. Numerous examples can be cited of cooperation in highway 
projects among the district governing body, technicians of the Soil 
Conservation Service, and farmers in planning and installing struc- 
tures on the highways. By working cooperatively, the benefits to 
the highway from proper conservation on the land can be taken into 




























































1796 ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 


account in planning highway structures, and at the same time the 
highway people can plan highway structures that will best fit the 
needs of the farms above and below the road. 

6. The agricultural conservation program of the ASC of the Depart- 
ment of Agriculture provides money to cost-share with the farmers 
in the installation of terraces, ponds, waterways, small structures, etc. 
The Soil Conservation Service provides technical help in planning, 
designing, and supervising the installation of the permanent type 
practices. The soil-conservation district governing bodies are invited 
to participate in planning the agricultural conservation program and 
work closely with the county ASC committees, and, of course, the 
Soil Conservation Service. The practices as indicated above are all 
essential to an economical and satisfactory flood-prevention program. 

In these six points I have tried to emphasize the cooperation that 
now exists among agencies, farmers, and soil conservation district 
governing bodies. I have tried to _poimt out the manner in which the 
Soil Conservation Service works with the district, farmers, contractors, 
and other agencies. I could point out many other experiences, but 
I trust the above will make it clear to you that we have had a lot 
of experience under the present setup. It has worked in a very satis- 
factory manner and we do not believe that any change in the upstream 
watershed program is desirable at this time. 

From the above six points I believe you can see that if the upstream 
flood-prevention work now being carried out by the Soil Conserva- 
tion Service was transferred to the Corps of Engineers as recommended 
in the Hoover committee report, it would completely disrupt the long- 
established relations and cooperation in the upstream flood-prevention 
program. 

The soil-conservation districts do not have any cooperative arrange- 
ment with the Corps of Engineers such as has long been in existence 
with the United States Department of Agriculture, the Soil Conserva- 
tion Service, and other agricultural agencies. Neither does the Corps 
of Engineers have any working arrangements with farmers and 
there is no practical way, as I see it, for the corps to work directly with 
farmers in planning and installing flood-prevention programs on the 
upstream watersheds. 

I am much opposed to the proposed transfer of upstream flood 
control from the Soil Conservation Service to the Corps of Engineers, 
and I speak the feelings of all of the district commissioners and 
farmers in Iowa with whom I have discussed this matter. 

Mr. Jones. Mrs. Griffiths? 

Mrs. Grirritus. What is the cost of building one of these dams? 

Mr. Baur. The cost? It could vary very considerably. You are 
speaking of the total cost ? ’ 

Mrs. Grirrirus. Yes. 

_ Mr. Bavr. It would run something like under $50 per acre-foot. 
The average of the Soil Conservation Service Department's co-op 
dams have been under that figure. 

Mrs. Grirrrrus. Do the people with the adjacent land pay for 
them, or the people in the whole district, or the Federal Government ? 

Mr. Baur. Up to 50 percent, and I think the practices the farmer 
has done on his own land are considered a part of the cost. That 
is, we think the valuable feature in the present system in that the 
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farmer makes his contribution to upstream prevention is a matter 
of soil conservation and protection of land. I think there was a remark 
somewhere in the testimony this morning that I heard to the effect 
that damage from fioods was soon for gotten, or soon outlived. That 
is something that is not true when you take these tons of soil away 
from the farms upstream. 

Mrs. Grirrirus. Thank you. 

Mr. Reuss. Mr. L ipscomb ? 

Mr. Lirscoms. No questions. 

Mr. Reuss. Thank you very much. 

Mr. Beasley ¢ 


STATEMENT OF HUBERT BEASLEY, GARDEN GROVE, IOWA, VICE 
PRESIDENT, IOWA ASSOCIATION OF SOIL CONSERVATION DIS- 
TRICT COMMISSIONERS, INC. 


Mr. Brastxy. Mr. Chairman, it is a pleasure to have this oppor- 
tunity to appear before your committee today, taking testimony on the 
pone of the Hoover Commission, which has recommended the 

ransfer of the watershed program presently under the USDA to the 
= engineers. 

First of all, let me state that Iam a dirt farmer from Decatur 
County, Iowa. I farm 891 acres. The farmers of my county have 
elected me as one of the three soil conservation district commissioners 
of the Decatur Soil District. I am also chairman of the district. I 
have served as an area vice president and now as vice president of the 
State association of soil district commissioners, a nonprofit organiza- 
tion, which promotes the soil and water conservation program in the 
State of Lowa. 

1. Our organization feels that any proposal which would transfer 
the watershed program to the Army engineers is in direct contrast 
with the intent of our United States Congress, which has not only 
passed enabling legislation for watershed development work in our 
country, but which has granted Federal appropriations to the Soil 
Conservation Service to carry out the watershed program in cooper- 
ation with the locally or ganized soil conservation districts. 

2. Such a proposal is not what the farmers of my soil district. and 
businessmen of our area want or will support. The soil district and 
watershed program is a proven development in agriculture today with 
tremendous public support. 

3. Actual performance, demonstrating the far more sensible and 
far less expensive techniques of w: atershed treatment by the use of 
small detention dams, terracing, revegetation, forestation, contour 
plowing, chisel plowing, and re ‘lated practices are now so w idespread 
m areas and so convincing, we strongly endorse the application and 
use of such methods as the best practic cal method for preventing floods 
and saving soil and water. 

4. We are convinced that the research studies of water control and 
conservation methods utilized in good land management and the sup- 

orting civilian engineering data shows upstream control to be the 
Pest approach to the prevention and control of floods. 

Furthermore, we are for the conservation of our fertile acres which 
will be needed for agricultural food production to feed our rapidly in- 
creasing population, and we are opposed to the destruction of these 
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thousands of fertile acres of our river valleys proposed to be sub- 
merged behind the unjustifiable big flood-control dams. 

The upstream watershed flood- prevention programs are less costly, 
and less hazardous to the life and property in the downstream valleys. 

The upstream program logically must have priority to big dams or 
other flood-control projects. In most instances adequate upstream 
treatment, especially in the plowlands, will eliminate any need for 
downstream programs such as big dams. 

5. We know that rainfall upon abused and untreated lands causes 
water to flood madly toward creeks and rivers, carrying priceless top- 
soil with it and creating the major cause for devastating downstream 
floods; that rainfall upon intelligently treated lands can be caused 
to sork into the ground, increasing crop yields and, by the process of 
insoak and seepage, to raise the level of underground water tables, 
resulting in a stabilized flow of our streams and rivers, water tables, 
thus offering a means by which both farmers and municipalities can 
protect and use a maximum of any available water supply; that the 
enthusiastic cooperation of farmers and urban communities together 
can produce far better mutual advantages than can any downstream 
big dam programs. 

6. We feel that the public has accepted the watershed program and 
that more and more fully informed people will see and understand the 
oe advantages of the watershed approach. 

We feel that it is in the Department of Agriculture that soil, 
W ater, and farm problems generally should properly belong. Our 
agriculture problems should not be allocated to the Army engineers. 

The individual, private enterprising farmer would ‘deeply resent 
control of his on-the-land activities by the Pentagon’s military forces. 
We believe that only a wide dissemination of the truth—the demon- 
strable truth—about the soil and water problem can win the support 
of all intelligent citizens, and we want only the truth to be told to the 
people. 

8. We agree with the Civilian National Council of Engineers that 
land utilization is an essential and integral part of intelligent water 
control. 

This National Council of Engineers represents the combined and 
very constructive thinking of civilian and other engineers throughout 
se Nation. 

. We believe that, because land use involves so many branches of 
science, with agriculture as a nucleus, it is imperative that the United 
States Department of Agriculture, gepersencen in cooperating with 
the farmers and management of the landscape, should be the Federal 
Department to exercise whatever Federal assistance may be necessary 
to the accomplishment of a practical, economical program. We assert, 
at the same time, that water control by land use is primarily a coordi- 
nation of local functions through individual soil conservation dis- 
tricts, and we urge that the greatest possible degree of autonomy be 
preserved for the individual farmer and for the individual urban 
community. 

10. Our association has worked hard to develop better understand- 
ing between the soil district and watershed program and the Army 
engineers. The corps has participated in our lowa Watershed Con- 
ference programs, ae was held last year, and we are making 
another one in the month of December—making a fine contribution. 
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We feel, however, that the corps would be entirely out of their field 
in the.small watershed program. The way the watershed program is 
functioning now, the people, the farmers of our great country, are 
directing the program through their soil districts, “and directing the 
work of the Soil Conservation Service. 

No such working arrangement exists with the Army engineers, and 
the closest they come to any working relationship w ith anyone in our 
State is with our Natural Resources Council, which is a politically 
appointed group to pass on whether or not the State of Iowa approves 
or disapproves of proposed dam projects in Iowa. 

Supporters of the watershed program cannot begin to approach 
the facilities and personnel ena to the Army engineers in ne 
selling of recommended projects and theories on flood control i 
America 

11. ; closing, we do protest, vehemently, against the transfer of 
authorities over the soil- and water-conservation program from the 
United States Department of Agriculture to the United States Army 
Engineers, as recommended by the Hoover Commission report. 

Thank you very much. 

Mr. Lirscoms. The construction of headwater dams by the Soil 

Yonservation Service is just one small part of the watershed program. 

Mr. Brastry. That is true. 

Mr. Larscoms. Is it your opinion that recommendation No. 6 in 
the Hoover Commission report transfers the whole watershed pro- 
gram to the Corps of Engineers? 

Mr. Brastry. No. It is working in the upper streams in the smaller 
constructions while it seems to me that the Army engineers are more 
for the larger construction. I mean, they are more qualified in the 
larger. field, where your district commissioners and State soil con- 
servation committee, which has to approve the watersheds in the State 
of Iowa—they make the first approval—and your Soil Conservation 
Service, which works directly in every county with these w atershed 
groups—it appears to me they would be the groups to work in those 
areas on the smaller watersheds of our State. 

Mr. Lirscoms. Could they not still do that and let the Corps of 
Engineers do the construction on the headwater dams? 

Mr. Beastrey. We do not feel we need the headwater dams in the 
upper reaches of the watershed. 

Mr. Lirscoms. They can construct a small dam, too. 

Mr. Beastey. They possibly can, but we feel we can construct it at : 
lesser cost: by using your local soil conservation district commissioners, 
who do not draw any compensation for their work, in organizing these 
watersheds and things up in the upper reaches, and using our soil con- 
servation service per sonnel from within our county and State, and do it 
cheaper than the Army engineers could do that. project. 

Mr. Lirscoms. But if this recommendation should be accepted and 
construction of the headwater dams should be turned over to the Corps 
of Engineers, it would not ruin your watershed program, would it? 

Mr. Beastey. No, it would not ruin the watershed program, but we 
know it could be done more economically with soil conservation service 
personnel that we have within the State and our districts now, and do 
the job that we need. 

Mr. Lirescome. That is all. Thank you. 
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Mr. Reuss. Thank you, Mr. Beasley. 
Mr. Wagner. 


STATEMENT OF KENNETH WAGNER, IOWA STATE SOIL CONSER- 
VATION COMMITTEE, WEST LIBERTY, IOWA 


Mr. Waecner. Mr. Chairman, my statement is again in regard to 
Recommendation No. 6. 

On behalf of the Iowa State Soil Conservation Committee I appreci- 
ate the opportunity to present this statement. I own and operate a 
160-acre farm in Johnson and Muscatine Counties. I am one of the 
five farmer members of the State soil conservation committee. The 
Iowa secretary of agriculture, director of extension, and a representa- 
tive of the USDA, also serve on the committee. The farmer members 
carry the major responsibilities. We are especially proud that Iowa is 
one of the few States that is completely blanketed by soil conservation 
districts. 

In preparing a statement for this committee I want to point out 
clearly that any project or activity must progress forward. I do not 
want to construe my statement to mean that we should not adopt new 
methods and techniques to get flood control and conservation on the 
land. 

There are several points I wish to make relative to maintaining the 
present system of headwater dams under the control of the SCS. I 
am speaking of dams of less than 5,000 acre-feet constructed on agricul- 
tural land in agricultural areas. 

1. We are proud of the fact that our democratic government is 
government of the people, by the people, and for the people. That 
fact is exemplified in our soil-conservation and flood-control program. 
Local people take the initiative. Our soil-conservation district is a 
catered for getting flood-control work started in the headwaters of our 
streams. These commissioners or supervisors who govern the distirct 
serve without pay—they serve because they are concerned about the 
welfare of their own community, State, and Nation. In Iowa the last 
general assembly passed legislation making it possible for local groups 
of people in a watershed to form a sub-district of the soil-conservation 
district with necessary powers to proceed with flood-control work and 
watershed development. One of the jobs of the State soil-conservation 
committee is to assist local districts with their problems and programs. 
Thus we have grassroots thinking and desires carried to the State 
level. Also each district has at least one SCS technician—likewise the 
USDA representative on our committee is the State Conservationist. 
Under this system you will have to agree that local people can exercise 
their prerogatives. 

2. The State soil conservation committee has been designated by our 
Governor as the agency to approve watersheds under the Hope- Aiken 
bill. Iam not dise ussing Public Law 566 only to point out one of the 
activities in connection with it. The State committee set up an advisory 
board made up of all the State and Federal agencies who are in any 
way involved in watershed and flood-control programs. Comprising 
this board are representatives of the following: The Agricultural 
Stabilization Committee, Farmers’ Home Association, Soil Conserva- 
tion Service, Extension Service and experiment station, Forest Service, 
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United States Geological Survey, Iowa Natural Resources Council, 
State department of agriculture, and Association of Soil Conservation 
Commissioners. Through the activities of this board considerable 
added emphasis has been given watershed activities as they are in- 
volved in flood control. Pi ‘actically all these groups have specific 
activities with local people. I am quite sure that if we were to lose 
this continuity of approach by bringing in another organization with- 
out the local touch we would retard both conservation and flood-control 
work. 

This brings me to my next point. 

3. Many times, especially in western and southern Iowa, it is neces- 
sary to install works of improvement simultaneously, that is to say, a 
headwater flood-contro]l dam may need to be constr ucted before water- 
way and terrace work can be conipleted. These flood-control and con- 
servation measures must be constructed and operated as a unit. Such 
could not be true if they were under the supervision of separate depart- 
ments. 

4. Rapid progress is being made when local people can work directly 
with the agency wholly responsible. For instance, take the Little 
Sioux pilot watershed and flood-control project which was one of the 
early projects: 20 watersheds have been completely treated for con- 
servation and flood control and an additional 100 are being worked on. 
The two later smaller pilot watersheds, Mule Creek and Honey Creek, 
are moving ahead of schedule. One of them will finish construction 
work this spring. One of the main reasons for this rapid progress, and 
I believe it is rightly the key to this program, is the fact that many 
agencies and groups work on the program—not just one authorized 
group or agency. 

Previously this morning some figures were asked for regarding some 
of the watersheds. I am very sorry that I do not have all of that 
information. I can quote from memory just a little bit. 

One of the watershed programs under the Hope-Aiken bill which 

was approved by our committee was the Harmony watershed in Har- 
rison County. If my memory serves me right, the figure was $132,000 
as the total, which involved both Federal and local contributions. On 
the benefit-cost ratio it was 1 to 1 plus. 

1 do not recall, and I am sorry I did not bring that report along, but 
in those watersheds that is one of the things we : have worked on. 

Mrs, Grirrirus. What did you get for ‘the $1: 32,0002 Did you just 
get contour work and terrain work, or did you get a dam? 

Mr. Waener. In this particular case in Harrison County we have 
a rather deep alluvial soil which does erode once it gets started. There 
are gullies over there on some of those farms that separate pieces of 
land, 40 feet deep and maybe 200 feet wide. 

The local people have gone about as far as they can go in using 
other programs and building terraces. They have adopted good ro- 
tation practices and all those kinds of things. They have installed one 
structure, but the structural cost is such that you need several struc- 
tures to stabilize those gullies. 

Of course, the terracing and waterway development that is yet to 
be put in will depend somewhat on the construction of those retaining 
structures. 

Mr. Reuss. Are there any questions? 

(No response.) 
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Mr. Reuss. Thank you very much, Mr. Wagner. 

Is Mr. Horace Gray here ? 

(No response. ) 
_ Mr. Reuss. The subcommittee will stand adjourned until 2 o’clock 
in this room. 

(Whereupon, at 12:40 p. m. the hearing was recessed until 2 p. m. 
of the same day.) 


AFTERNOON SESSION 


Mr. Lirscoms. The meeting will come to order. 

Inasmuch as the chairman has not returned yet, I will go ahead, 
and I am sure he and the other members of the subcommittee will be 
here in the very near future. 

The first witness this afternoon will be Mr. David Angevine. Will 
you come forward, Mr. Angevine, and we will begin ? 


STATEMENT OF DAVID W. ANGEVINE, COOPERATIVE LEAGUE OF 
THE JU. S. A. 


Mr. Ancrvine. My name is David W. Angevine. I am representing 
the Cooperative League of the U.S. A. The Cooperative League is a 
federation of consumers, service and purchasing cooperatives across 
the Nation. Almost all of the 13 million farm and city families who 
own United States cooperatives are through one organization or an- 
other affiliated with the Cooperative League. 

We are intensely proud of these 13 million families. Together they 
own credit unions, rural electric co-ops, farm marketing and supply 
co-ops, co-op food stores, co-op oriented mutual insurance companies, 
housing co-ops, and other self-help, mutual-aid enterprises too nu- 
merous to mention here. These 13 million families are three times as 
numerous as all the families that own common shares in all the corpo- 
rations listed on the Nation’s stock exchanges. We know of no larger 

roup of owners of business enterprise anywhere in the United States. 
hese people have organized these enterprises to get the goods and 
services they need at cost. 

We appreciate very much the opportunity to discuss with this com- 
mittee the Hoover Commission’s 10 recommendations with respect to 
water resources and power. The basic purpose of policy in this field 
is to achieve the greatest possible benefit from water by balancing the 
benefits to be derived from irrigation, flood control, navigation, con- 
servation, recreation, and the production of electric power. 

The basic purpose of Federal power policy must be to make it as 
cheap and abundant as possible. It has been demonstrated beyond 
any shadow of doubt that where electricity is cheap and abundant, the 
Nation prospers. Industry thrives. Commercial exploitation of vast 
mineral deposits is practical. The burden of farm drudgery and 
darkness is lifted. The tax base for schools, for municipal, State and 
Federal services is immeasurably widened. Young people can grow 
up in a Jand of ever-broadening economic opportunity. 

There is no mystery about this. The evidence is plain for all to see. 
We have already seen it happen in the Tennessee Valley and in the 
Pacific Northwest. Where electricity is cheap and abundant, the 
people prosper. Where it is scrace and expensive, the Nation and its 
people languish. 
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These Hoover Commission recommendations must be judged by how 
far and how well they advance this basic purpose of cheap and abun- 
dant power. So judged, many of these recommendations not only con- 
flict with this purpose, but indeed point in exactly the opposite di- 
rection. 

The Hoover group proposes that the Federal Power Commission 
regulate the rates for all electricity produced and sold by the Federal 
Government. The Federal Power Commission’s job is to prescribe 
the rules under which private firms, each of them a monopoly within its 
own service area, must serve the people. It was never intended to 
serve as a policeman for public enterprises owned by all the people 
of the United States. 

For it to enter this field would be as foolish as for the various State 
regulatory commissions to start, at this late date, setting the rates of 
service for thousands of municipally owned electric utilities located 
within the borders of these States. The people don’t need a watchdog 
over the power facilities they themselves have built to fully develop 
water resources and assure themselves of cheap and abundant power. 

We can only guess that the Hoover Commission is interested in 
broadening the scope of Federal Power Commission’s authority be- 
cause in recent years the private power industry that Congress intend- 
ed the Federal Power Commission to regulate has acquired domina- 
tion over the Federal Power Commission itself. By having the Federal 
Power Commission regulate the rates of service for TVA, Bonneville, 
Clark Hill and all other Federal Power projects, the Hoover Com- 
mission evidently hopes to force these agencies to operate as if they 
were private, profit-seeking corporations—which they are not and 
can never be. 

There can be no quarrel with the Hoover Commission’s statement 
that rates for Federal power should be sufficient to repay the tax- 
payers’ investment in power facilities plus an interest reimbursement 
equal to what the Treasury itself pays on borrowed money. Indeed, 
we know of no public power project where this principle is not now in 
effect. But it would be futile to accept the Hoover Commission’s corol- 
lary recommendation that the Federal corporate income tax be im- 
posed on these public power enterprises. For these public agencies, 
providing service at cost, have no net income to tax. 

Despite the difficulties that cooperatives, city-owned utilities, and 
other nonprofit agencies have encountered the past several years in 
buying the federally produced power they are entitled to under the 
Nation’s laws, we feel that it is much better that an executive agency, 
such as the Interior Department, continue to establish the rates for such 
power, based on actual cost, rather than that an independent agency, 
such as the Federal Power Commission, undertake such rate-making 
authority, as the Hoover Commission suggests. 

One of the most dangerous of the Hoover Commission’s recom- 
mendations is that which calls for repeal of the historic preference 
clause. 

In such sweet language, appealing to the public’s generosity and 
magnanimity and the American’s innate sense of fair play, the Hoover 
group recommends, “That private utilities be permitted to purchase a 
fair share of Federal power.” The Commission begs leave for the 
poor, persecuted power companies to come in out of the cold, cold 
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world and bask in their “fair share” of Federal power. Private power 
companies now are getting more than two-thirds of all electric power 
produced at Federal hydroelectric dams, much of it at fantastically 
low dump power rates. How much more should they get before the 
Hoover Commission will be satisfied that they are receiving their 
“fair share” ? 

For half a century, without interruption, Congress has prescribed 
that electric power generated by a wise investment of the people’s 
money shall be available to the people at as low cost as possible. The 
way to do that is to allow nonprofit agencies—cooperatives, cities, and 
State power authorities—to distribute this power. That way the peo- 
ple avoid paying a profit to private investors on power that the people 
themselves produce. 

We feel that Congress should continue its historic policy, that it 
should reject utterly the Hoover Commission’s proposed abandonment 
of the preference clause. At every Federal power generating plant, 
electricity should continue to flow—as much of it as possible, to non- 
profit agencies. If these power co-ops and cities are able to take it all, 
so much the better. For there can be no justification in Congress pro- 
viding by law for private firms to exact tribute from the people on the 
people’s own investment. 

The Hoover Commission likewise recommends that the Federal 
Government build no transmission lines from Federal power sites 
where such transmission service can be provided by private firms, an 
that it build no fuel plants to firm up Federal hydroelectric power. 
Both proposals have the effect of destroying the public’s investment, 
assuring private firms of a rich bonanza of dump power, and making 
power as scarce and expensive as profit utilities care to make it. 

We have seen how transmission is the bottleneck at Clark Hill 
Dam on the Savannah River, at the Atomic Energy Commission’s 
experimental power reactor in upstate New York, and at many an- 
other Federal power site throughout the Nation. Private utilities, 
controlling the only available transmission lines, are able to keep 
the people’s power from being distributed to the people through 
their own nonprofit agencies at cost. 

We hope that duplication of existing transmission lines can be 
avoided. Such duplication is unnecessary and uneconomic. But 
where these utilities refuse to wheel public power to nonprofit agencies 
at reasonable rates under long-term contract, or where they insist 
on converting part of the people’s power to their own profit as the 
price of such transmission service, Congress and Federal power 
agencies must be free to build their own wheeling facilities. It may 
not be necessary to build many such duplicate lines. The threat 
may be quite as effective as the exercise of such power in working 
out wheeling contracts that are fair and reasonable and that will 
meet the expanding needs of preference customers. But the Hoover 
Commission’s proposal to remove for all time possibility of competi- 
tive transmission facilities should be rejected. 

We do not feel that the Federal Government should undertake 
to firm up all its hydroelectric power with steam plants. In some 
areas, this job can be done more effectively by co-ops and public 
agencies. But we hope that Congress will reject the Hoover Com- 
mission’s recommendation that Federal power agencies be barred 
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forever from building steam plants. Tennessee Valley Authority 
could have met its tremendous power needs in no other way, and the 
tool must not be scrapped. 

In general, we agree with the Hoover Commission that the Ten- 
nessee Valley Authority should be permitted to achieve independence 
from the United States Treasury. As TVA directors themselves have 
proposed, TVA should be permitted to sell its own revenue bonds 
to the investing public. With these funds, it should be free to expand 
its facilities as its directors see fit. They can then make their own 

lans for continued businesslike operation, without running period- 
ically to Congress and without having such schemes as the late and 
unlamented Dixon- Yates contract foisted upon them by an unfriendly 
administration. 

However, we feel that the strings which the Budget Bureau and 
the Hoover Commission would attach to this plan for independent 
operation of the Tennessee Valley Authority will vitiate the entire idea 
and make TVA’s independence more transitory than real. 

But while, on the one hand, the Hoover Commission gives general 
approval to TVA’s general plan for self-financing, on the other it 
proposes less independence for other Federal power agencies. If 
efficient, independent operation of Federal power agencies is the 
Commission’s goal, then its proposal to abolish their revolving funds 
is in direct conflict with that goal. When the 83d Congress abolished 
Southwestern Power Administration’s continuing fund, we saw how 
that agency was hamstrung, how it was rendered powerless to fulfill 
contracts entered into in good faith with Missouri and Oklahoma 
rural electric cooperatives, and how it was robbed of its ability to 
interchange power with other suppliers, and thus efficiently firm 
up its hydroelectric energy. Thankfully, the present Congress restored 
Southwestern Power Administration’s continuing fund and its free- 
dom to achieve a maximum return on the taxpayers’ investment. It 
is unthinkable that Congress should again accept the bankrupt doc- 
trine recommended by the Hoover Commission to abolish Federal 
power agency revolving funds and demand that they deposit all their 
power revenues with the Federal Treasury the moment they are earned. 

The Hoover Commission shows its most blatant subservience to 
the private power industry in its-scheme to have the people finance 
multiple-purpose dams on the Nation’s great rivers and allow private 
firms to install the power generators and reap the vast benefits to be 
derived from ownership and control of the entire electric output. 

In effect, the Hoover group is saying, “Let the people spend their 
tax dollars for flood control, navigation, irrigation, conservation, and 
recreation, which produce no revenue to amortize the public’s invest- 
ment. Then, the people having built huge dams, should turn over 
the power potential so that private firms can reap its tremendous 
advantages for their private profit.” 

This is the most fantastic proposal in the Commission’s entire report 
on power and water resources. It represents a subsidy to private in- 
terests that is without comparison for effrontery, selfishness, and 
greed. Here is the plainest evidence of the Commission’s determined 
intent to scuttle the public interest. We cannot believe that a single 
responsible public official will give serious attention to this recom- 
mendation of the Hoover Commission. 
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It is not enough for Congress simply to reject the major Hoover 
Commission recommendations on water resources and power. Reject- 
ing them may keep power from being scarce and expensive. But 
that, in itself, will not make electric energy cheap and abundant. 

One of the first acts of Congress should be to salvage the mightiest 
undeveloped hydroelectric power site on the North American Con- 
tinent. It must act—and act soon—to develop the full potential of 
Hells Canyon on the Snake River. 

A House committee has already acted favorably on a Federal high 
dam in Hells Canyon—an undertaking that would produce 924,000 
kilowatts of firm power at 2.75 mills per kilowatt-hour. The same 
proposal has the active sponsorship of 30 United States Senators. 
Despite this, the Federal Power Commission approved a little private 
plan for this big river—a plan that will produce half as many kilo- 
watts of firm power at 214 times the cost per kilowatt-hour. The 
Commission made its decision while Congress was still in session, but 
it waited until Congress adjourned to make that decision public. 
Doing so, it flouted the deliberations of Congress as well as all reason 
and the facts. Only Congress can remake the Commission’s decision, 
develop the middle Snake River’s maximum potential, and provide 
cheap and abundant electric power. 

A new source of electric energy has recently appeared on the hori- 
zon—atomic power. The people have invested $12 billion in this 
enterprise. Congress has clearly instructed the Atomic Energy Com- 
mission to sell its byproduct electricity to preference customers, but 
in upstate New York this power is still going to Niagara Mohawk 
Power Corp. instead of to co-ops and cities that want it and are 
willing to pay for it. 

Congress clearly instructed Atomic Energy Commission to spend 
up to $25 million to experiment with small power reactors. But 
despite repeated attempts of a Minnesota rural electric co-op and a 
Nebraska public power agency to participate in this program, Atomic 
Energy Commission has approved not one single plan that would 
permit a nonprofit agency to establish a yardstick in the atomic-power 
field. Instead, AEC has rewritten its rules so that each applicant 
must finance its own reactor—this, despite the fact that Congress 
wisely provided public funds for that purpose. 

We earnestly hope that Congress will direct AEC to build its own 
power reactors—or at least help co-ops and public agencies to do so— 
so that the immeasurable benefits of atomic power will not be turned 
over completely to private power firms which have much at stake in 
conventional power-generating equipment and thus are least likely to 
pioneer atomic development, and which aren’t likely to pass on any 
cost saving to their customers unless forced to do so by co-op and 
public yardstick competition. 

The Cooperative League is also on record supporting full, public 
development of Niagara River power—either by Mei York State or 
the Federal Government—under safeguards that will give power 
preference to cooperatives and public bodies. 

Multipurpose development of America’s water resources so as to 
maximize the combined benefits of flood control, irrigation, naviga- 
tion, conservation, recreation, and power generation, is the continuing 
responsibility of Congress. Power generation is not an expense to the 
taxpayers. It is an investment that returns dollar for dollar to the 
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United States Treasury. And if Congress invests the people’s money 
so that power is produced as abund: antly and as cheaply as possible, 
then the returns from that investment are multiplied manifold. 

Thank you. 

Mr. Lirscoms. Thank you, sir. 

Were you speaking in your statement primarily with respect to 
recommendations 9 through 15 of the Hoover Commission report; that 
is, the section on power ? 

Mr. Ancevine. I have them numbered 1 through 10. 

Mr. Lirscoms. And your same criticism goes for the rest of the 
recommendations having to do with water resources and all of the 
recommendations contained in the report # 

Mr. Ancevine. Certainly the major recommendations of the Hoover 
Commission. 

Mr. Lirscoms. You mentioned the TVA financing plan that is be- 
fore Congress. What do you find specifically wrong with recommen- 
dation No, 13? 

Mr. Ancevine. As I said, we in general agree with the general plan 
that the Hoover Commission has “mapped out there. Whether this 
plan should be—I believe that the TVA directors themselves suggested 
that once revenue bonds had been issued, that the Authority itself be 
entirely free to go ahead and build the generating or transmission 
facilities that it found necessary. 

Under the Hoover Commission’s recommendation I believe there is 
a necessity for the TVA directors then to go to Congress to ask for 
authority to build a transmission line or a generating plant, even 
thourh they have secured the money in order to finance this operation. 

Mr. Lipscoms. Do you have any comment to make about recom- 
mendation No. 12, making some of these projects and their administra- 
tion subject to the Government Corporation Control Act ? 

Mr. Ancevine. No. 

Mr. Lipescoms. So perhaps your criticism might even except that, 
although you have not particularlv studied that one? 

Mr. AncEvINE. That is right. We have not studied it. 

Mr. Liescoms. Thank you very much. 

I do not know whether the chairman would like to ask you any ques- 
tions or not. 

Mr. Jones. No. I have no questions. Thank you very much, Mr. 
Angevine. 

Mr. Liescoms. Mr. Seymour Burton. 

(No response. ) 

Mr. Lirscomn. Mr. Frank Markland, of the Propeller Club of the 
Port of Chicago. 


STATEMENT OF FRANK R. MARKLAND, VICE PRESIDENT, PROPEL- 
LER CLUB OF THE UNITED STATES, PORT OF CHICAGO 


Mr. Marxuanp. My name is Frank R. Markland, 332 South Michi- 
gan Avenue. I am vice president of the Propeller Club of the United 
States, Port of Chicago. 

I would like to submit a resolution passed at a special meeting No- 
vember 17, 1955. 


70818—56—pt. 9——-11 
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The Propeller Club, Port of Chicago, strongly favors the continued free use 
of the inland navigable waters of the United States and it is opposed to recom- 
mendation 8 of the Hoover Commission report on water resources. 

Mr. Jones. Thank you very much, Mr. Markland. 

Mr. Marktanp. Thank you. 

Mr. Jonres. Mr. A. J. Christiansen, Northern Illinois Coal Trade 
Association. 


STATEMENT OF A. J. CHRISTIANSEN, SECRETARY, NORTHERN 
ILLINOIS COAL TRADE ASSOCIATION 


Mr, CurisTrAnseN. My name is A. J. Christiansen, 307 North 
Michigan A venue, Chicago, Ill. 

I am speaking for the Northern Illinois Coal Trade Association, 
Belleville Fuels, Inc., and Middle States Fuels, Inc., in opposition to 
recommendation No.8. Iam secretary of Northern Illinois Coal Trade 
Association and Middle States Fuels, Inc., and assistant secretary of 
Belleville Fuels, Inc. These organizations are associations of coal 
producers organized for the protection of their transportation interests 
and other interests including market research, statistics, and general 
association affairs, representing coal producers in the northern Illinois 
coal-producing district, which is the coal-producing district near Joilet, 
the Alpha-Atkinson coal-producing district, which is located approxi- 
mately 30 miles east of Moline, Il., and the Fulton-Peoria producing 
district, which is located near Peoria, and the Belleville-DuQuoin pro- 
ducing districts, both located just east of the St. Louis-East St. Louis 
district. 

Mr. Maxim M. Cohen, of the Chicago regional port district, Mr. John 
J. Manley, Chicago port director, and Mr. Patrick J. Culinan, repre- 
senting certain labor organizations, presented considerable data re- 
garding user charges, and it would be repetition if I went into those 
same matters. However. I want to make a few observations. 

The free use of the inland waters has been traditional in this country. 
Even before the first meeting of the Constitutional Congress, the 
Northwest Ordinance was adopted on July 13, 1787, establishing the 
policy of our Government that the waterways be free forever without 
any tax, impost, or duty, and that ordinance was adopted by the first 
Constitutional Congress in 1789, so for almost 165 years this tradition 
has been in effect. 

In the development of the inland waterways there are many uses 
considered and we hear a lot today about multiple use of lands and 
waters. Flood control, soil conservation, irrigation, water supply, 
power, national defense. and navigation are some of the more im- 
portant uses considered in the development of our inland waterways 
system. 

* The inland areas of this country would not have developed indus- 
trially had it not been for the inland waterways system. We would 
probably now have only an agricultural economy in the Midwest. The 
development of these great industrial centers along the inland water- 
ways has created tremendous volume of traffic to be handled by the rail- 
roads and motor carriers from those industrial centers on the inland 
waterways to inland points. The farmer, industry, utilities, mining, 
and the general public have greatly benefited by the development of 
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these inland waterways. To destroy one of the multiple uses such as 
transportation or navigation by the imposition of a user charge would 
not be in the public interest. We are opposed to the imposition of user 
charges on the inland waterways and ask that this subcommittee dis- 
approve recommendation No. 8. 

I listened to Mr. Staley this morning and his theme of the great 
benefits to big industries and rich corporations, and that his company 
paid taxes to the extent of 52 percent. The savings which might be 
made in transportation charges on commodities to industries can only 
go in two places; they can be passed on to the consumer in the way 
of lower prices, and, in fact, in connection with utilities, most utilities 
have fuel clauses which result in a reduced rate wherever they can save 
costs on the fuel used in the manufacture of electricity, which means 
that the saving on transportation charges can be passed on to their 
customers. If, however, an industry elects to put the money in their 
pocket, which they might save on transportation costs, they would pay 
income taxes and their rate might be substantially higher than 52 
percent, so the Government would end up with a large part of the 
money anyway. But the main point to remember is that because of 
the tremendous industrial development along the inland waterways 
—_ corporations are paying more taxes and many individuals are 
employed, who would not otherwise be employed, and they, too, are 
paying taxes. 

I was interested in Mr. Staley’s statements regarding the reference 
to user charges on the Panama Canal and the proposed user charges on 
the St. Lawrence seaway. I do not believe anyone will disagree with 
the principle that the Panama Canal is used to a large extent by for- 
eign countries, and certainly the people of the United States should not 
subsidize foreign shipping, and to fae extent the St. Lawrence sea- 
way may also become a seaway for foreign commerce. This is entirely 
different than the development of the inland waterways for the use 
of our own people. To establish a transportation user charge on the 
inland waterways could destroy the transportation on those water- 
ways. However, the other multiple uses of the waterways may require 
their contribution and maintenance and the cost might be just as great. 

Weare opposed to the user charge recommendation. 

Mr. Jones. Thank you, Mr. Christiansen. 
Mr. Charles Stadell. 


STATEMENT OF EDGAR 0. ANDERSON, ASSISTANT TRAFFIC 
MANAGER, ILLINOIS COAL TRAFFIC BUREAU 


Mr. Anverson. Mr. Chairman, I am taking Mr. Stadell’s place. 
My name is Anderson, Edgar O. Anderson. I do not have a written 
or prepared statement and I shall make a brief statement. 

am assistant traffic manager of the Illinois Coal Traffic Bureau, 
Chicago, Il]. I have been engaged in traffic and transportation work 
for about 30 years. 

The Illinois Coal Traffic Bureau is a voluntary association of bitu- 
minous coal producers, who own and operate bituminous coal mines 
principally in the southern part of the State of Illinois. They produce 
about 50 percent of the bituminous coal produced in the State, and 
about 95 percent of the bituminous coal produced in the southern 
Tilinois district. 


























































































































































1810 ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 


The amount of bituminous coal produced by the companies that I 
represent has dwindled considerably in the past 7 or 8 years at an 
alarming rate. For instance, the mines in the southern Illinois group 
in 1947 produced something over 64 million tons of coal. In 1954 
that had dwindled to forty million and-some-odd tons. 

It was along about 1941 that the mines in the southern Illinois group 
commenced to ship coal from their mines by railroad over to the Missis- 
sippi River, where it was loaded on to barges and barged up the Mis- 
sissippi River as far as Stillwater, Minn. Prior to that time the 
Illinois mines had shipped in the neighborhood of better than 1 million 
tons of coal by all-rail, but that had dwindled down to about 50,000 
tons per year. Then in 1941, when the consumers and mine operators 
together decided they would have to find some cheaper means of trans- 
portation, they commenced to ship coal by rail and barge up the Mis- 
sissippi River. That tonnage has increased and it has gone somewhat 
to new industries along the upper Mississippi River and to the Twin 
Cities. 

We feel it is an imposition upon the consumers of coal and also 
detrimental to the coal mine operators to impose a user charge on inland 
waterways. We feel that it is necessary and vital to have the water- 
ways available for the transportation of coal for various reasons. The 
short haul from the mines over to the Mississippi River by rail, which 
will average somewhere bet ween 50 and 60 miles, affords the railroads a 
good opportunity for a quick turnaround of their cars, instead of trans- 
porting the coal all-rail to as far as the Twin Cities, which might re- 
quire two or three weeks for a turnaround of their cars. 

Furthermore, we feel that it does relieve the freight-car situation 
somewhat for the railroads, especially during time of war. It was 
experienced during the last war that open-top cars, which were com- 
monly used for coal, were used very extensively for the movement of 
military equipment and war material, and the barges played a vital 
part in moving coal to the destination area up along the Mississippi 
River. 

I might also say that because of the high freight rates—the all-rail 
rates on coal—from the Illinois mines to the points in the Northwest, 
and the continuing increases that have been added to those rates in 
the past 6 or 7 vears, it has had the tendency of shifting more and more 
tonnage to the barge movement and barge transportation. Right now 
we are experiencing a car shortage in the mines, and because of the 
reduction in the production of coal there have been quite a few mines 
which have closed down. Some of them are unable to work more than 
4 or 5 days a week, and some of them are only operating 2 or 3 days 
a week, which throws many miners out of work. 

Mr. Jones. Mr. Anderson, the waterways and navigation projects 
have always been freeways. In keeping with that policy the Federal 
Government since 1916 has made appropriations of money for the 
highways and the construction of highways. It has also been the noliev 
of the Federal Government to keep the highways free from any toll 
charges. If tolls were imposed on the water highways, do you »ot 
think it would only be fair and just that tolls be placed on the public 
highways? 

Mr. Anpverson. Well, I am not prepared to say about that, but off- 
hand it does seem logical. I would say too, that if tolls are imposed on 
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the inland waterways, I do not think it would be very long before 
some charges would be imposed upon other users of the waterways, 
such as those who benefit from flood control, and soil conservation, and 
irrigation, and recreation, and so forth. I see no reason why the people 
who use the waterways for transportation should be saddled with a 
user charge when the other parties who also benefit from the water- 
ways are not charged a user charge. 

Mr. Jones. The basis of the argument on tolls, it seems to me, is 
that the company or operator who uses the waterway is a direct bene- 
ficiary and, therefore, he should have to pay for the use of that com- 
mensurate with the total amount of Federal funds expended on the 
project. They further say that since he is the direct beneficiary, that 
general revenues should not be used for that type of development. 

Would that not equally apply to the users of highways? 

Mr. Anverson. I suppose it would. 

Mr. Jones. If I do not own an automobile and I have to pay taxes, 
it would seem to me that I should not have to pay those taxes, because 
you are the fellow who owns the automobile and you ride on the high- 
ways. I donot own an automobile and do not use the highways. 

I wonder what the situation would be there? 

Mr. Anverson. Well, we pay plenty of tax for running our auto- 
mobiles. We pay State, city, and Federal tax on gasoline. 

I want to say this too: That you mentioned that the parties who use 
the inland waterways are the direct beneficiaries. I would say more 
benefit accrues to those other than those who use the inland waterways. 
For instance, we want to ship coal to some of these power companies 
who have been testifying here; they are good customers of the coal 
mines and we want to continue to ship them. We want to ship them 
coal in the cheapest way we can and they want to reduce their charges. 
By virtue of the fact that they have been able to get transportation at 
less than the railroads are willing to transport their coal for, a good 
many farmers and other consumers of electric energy have been able 
to get that current where they would not otherwise be able to get it 
except at excessive costs. 

I feel by extending these power lines and additional generating 
power along the Mississippi River, such as we heard about this morn- 
ing, like the case of the Dairyland Cooperative, who are big users of 
bituminous coal—if they are able to get electricity to 96 percent of the 
rural areas, as I recall it is the case, then those rural consumers of elec- 
tricity are users of other items such as electric ranges, electric refriger- 
ators, air-conditioners, televisions, radios, toasters, and various types 
of electrical appliances which do consume electricity. Farmers utilize 
electricity for motors on their farms and electric lights. That benefits 
the electric bulb manufacturer, and the electric motor manufacturer, 
and perhaps the electric light fixture companies who might be located 
over in New England. They directly benefit due to the fact that we are 
able to give these rural people cheap electricity. 

We are interested in maintaining transportation on the waterways 
so as to afford a lower cost of production to the consumers. We cer- 
tainly feel that this committee should not adopt the recommendation 
to authorize the user charges on the inland waterways. 

Mr. Jones. Mrs. Griffiths ? 

Mrs. Grirritus. Did you hear Mr. Staley’s testimony this morning? 
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Mr. Anperson. The man from Quaker Oats. 

Mrs. Grirrtrus. Do you agree that the waterways subsidizes, for in- 
stance, United States Steel ? 

Mr. Anperson. I could not say that it subsidizes them. No. I did 
not follow his line of reasoning too closely. Maybe I am not able to 
answer your question. 

That is all I have. 

Mr. Jones. Mr. Lipscomb ? 

Mr. Lirscoms. No questions. 

Mr. Jones. Thank you very much, Mr. Anderson. 

Mr. Anprerson. Thank you. 

Mr. Jones. Dr. Horace Gray. Dr. Gray, you are with the Uni- 
versity of Illinois? 


STATEMENT OF HORACE M. GRAY, PROFESSOR OF ECONOMICS, 
UNIVERSITY OF ILLINOIS 


Dr. Gray. Yes, sir. 

Mr. Jones. We are glad to have you, Doctor. 

Dr. Gray. My name is Horace M. Gray. I am professor of eco- 
nomics at the University of Illinois. For some 30 years I have taught 
and written in the fields of public utilities, monopolies, Government 
regulation of business, and natural resources. In 1950 I served as a 
consultant to the President’s Water Resources Policy Commission 
and participated in the preparation of volume I of the Commission’s 
three-volume report. Subsequently, in 1954, I served as a consultant 
to the Bureau of the Budget in connection with its proposed revision 
of Budget Circular No, A-47, dealing with the criteria for evaluation 
and approval of water resource projects. 

With this background, I appear before you today on invitation 
from the committee to comment on the Hoover Commission report on 
water resources and power. 

In the brief time at my disposal I can perhaps be most useful to the 
committee if, avoiding the technicalities in which the subject of water 
resource development has become enmeshed, I concentrate on two 
broad issues of public policy in respect to which the Hoover report 
is seriously defective. These are: (1) The constitutional power and 
responsibility of the Federal Government; and (2) multiple-purpose 
development of water resources. 

Unless the calculated confusion and misrepresentation of the Hoover 
Commission on these two vital issues is dissipated neither Congress 
nor public opinion will possess an adequate standard for critical eval- 
uation of the report or for planning a long-range program of water 
resource development in the public interest. 


THE POWER AND RESPONSIBILITY OF THE FEDERAL GOVERNMENT 


One not versed in constitutional history might read the Hoover 
report and the report of its task force on water resources and power 
without ever becoming aware that the Federal Government under 
the Constitution has sovereign power over the water resources of the 
United States and that, consistent with this power, it has a constitu- 
tional obligation to control and develop these resources for the general 
welfare. Disregarding the Constitution itself, 165 years of judicial 
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interpretation, extension and amplification, and the continuous exer- 
cise of power and responsibility by Congress and the Executive, the 
Hoover Commission treats the Federal Government as an interloper, 
who has no legal right to exercise power, assume responsibility or 
preempt activities involved in the development of water resources. 
Although it disclaims any intent to examine constitutional issues or 
pronounce judgment thereon (vol. 2, p. 287), the task force, by in- 
direction and implication, suggests that the Federal Government has 
exceeded the constitutional limits of its authority by preempting 
powers and assuming responsibilities not properly sanctioned by the 
Constitution. 

With brazen effrontery the task force substitutes its prejudices and 
the self-interest of its principals for the law of the land, and writes 
off as inconsequential 165 years of political and economic development 


It— 


deems it a matter of historical and not of present concern whether these opera- 
tions (power) were or were not essential Federal activities in the past (vol. 2, 
p. 288). 

Leaving this question to the antiquarians, the task force asserts that 
Federal power supply is neither essential nor socially desirable for 
the future. That we have Federal activities at all in the water- 
resource field is attributable to the— 
assumption by the Federal agencies of responsibilities and authority beyond 
the intent of the law, and perhaps beyond its proper scope (vol. 1, p. 49). 


It is the view of the task force that— 


Federal Water resource development policies promulgated and programs under- 
taken in the recent past * * * have gone beyond the power scope of the Federal 
Government activity (vol. 1, p. 50). 


To avert the dangers inherent in this situation— 

these activities should be reexamined in the light of what is sound business and 
good public policy, irrespective of the legal extent to which they can be expanded 
under the Constitution (vol. 1, p. 50). 

There we have it. The Constitution does permit these unwholesome, 
dangerous, and improper activities; therefore, let us scrap the Consti- 
tution and substitute therefor the task-force concept— 
as to what the proper nature and extent of Federal activity should be (vol. 1, 
p. 50)— 

1. €., its view of sound business and good public policy. 

The conservation and development of water resources, it is said, 
are basic Federal responsibilities only insofar as they are essential 
for national defense, preservation of the national domain, and the 
regulation of interstate and foreign commerce. Beyond these limited 
functions, non-Federal agencies and private citizens should have basic 
responsibility for such water development as power, water supply, 
pollution abatement, recreation, fish and wildlife conservation, and 
watershed treatment (vol. 1, p. 52). In the case of flood control and 
reclamation the responsibility should be mutual as between the Federal 
Government, on one side, and non-Federal agencies and private citi- 
zens, on the other (vol. 1, p. 52). Where electric power is produced 
in conjunction with related functions that power should be sold— 


at the lowest technological level at which an adequate price can be obtained (vol. 
1, p. 53). 
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In order to give effect to these principles it is recommended that 
Congress enact legislation the effect of which would be to reverse 
practically all the accepted national policies of the last 50 years, dis- 

mantle the operational organizations now functioning, dispose of 
ae properties, and abdicate the sovereign powers and responsi- 

ilities of the Federal Government (vol. 1, pp. 86-103). 

This systematic devaluation of the Feder ad Government—this denial 
of its sovereign power and its public welfare responsibilities—was too 
much for certain members of the Commission to stomach. Mr. 
Brownell and Mr. Flemming joined in a dissent on the basic issue 
of Federal responsibility, affirming that the recommendations— 
would impede the Federal Government in exercising its proper role in the 


development and use of the Nation’s water resources (Water Resources and 
Power: A Report to the Congress, June 1955, vol. 2, p. 3). 


Commissioner Farley, in a separate dissent, was more critical: 


The Commission has overemphasized the role of private enterprise in devel- 
oping the country’s water resources. In my judgment the cumulative effect 
of the recommendations in this report come dangerously close to inviting an 
abdication by the Federal Government of its responsibilities to insure the proper 
development of this country’s great natural resources (p.7). 


Continuing, he warned the Congress to— 


look long and carefully at any implementation of these recommendations 
which would unduly and unwisely restrict the Federal Government’s activities 
in harnessing and controlling the rivers of this country (p. 8). 

Commissioner Holifield, in a long and devastating dissent (pp. 
10-94), was particularly caustic with respect to the Commission’s views 
on the power and responsibility of the Federal Government. Charg- 
ing the Commission with having exceeded its authority, he pointed 
out that dislike of certain activities and personal predilections gave 
them no mandate to recast policies and programs created by Congress 
(p. 18). The zeal with which the task force labored to destroy the 
foundations of national policy was, he thought, “almost indecent” (p. 
19). The gratuitous effort of the Task Force “to invest the country 
with its own views” was unnecessary and unwise (p. 20). Its recom- 
mendations were “utterly repugnant to any reasonable concept of 
resource development for the Nation’s welfare” (p. 27). The task 
force “dropped out the general welfare clause of the Constitution” 
(p. 29) and the Commission failed to examine the constitutional 
issues Lae the ready availability of eminent legal talent (p. 30). 
Holifield concluded his criticism on a note of confidence: 

The Supreme Court is not about to reverse itself in numerous decisions 
because of the task force’s desire to set limits to the Constitution (p. 30). 

If we are to develop our national water resources fully and utilize 
them for the benefit of all the people the efforts of selfish, reactionary 
interests, symbolized by the Hoover Commission, to negate the con- 
stitutional sovereignty and public welfare responsibility of the Fed- 
eral Government must be repudiated. The people must be brought 
to understand that this invaluable natural resources belongs to all 
the people and is immune from alienation into private hands; that 
the Federal Government, as custodian and trustee of this resource 
for all the people, has the constitutional power and responsibility for 
conserving, developing, and insuring its prudent utilization for the 
general welfare; and that, where conflicts of interest emerge, the 





ove 
mal 
sup 
sup 
ern 


pov 
Int 


and 
whi 
tion. 


cor 
neg 
lish 





ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 1815 


public right must for the good of the community take precedence 
over private rights. In the years to come, with ever-increasing de- 
mand pressing against a limited and even receding and deteriorating 
supply, the Nation cannot long tolerate the anarchistic doctrine of the 
supremacy of private rights in water resources. The Federal Gov- 
ernment is the only agency that has the requisite combination of 
power, resources and welfare responsibility to do the job adequately. 
In the classic words of Chief Justice Marshall : 

Let the end be legitimate, let it be within the scope of the Constitution, 
and all means which are appropriate, which are plainly adapted to that end, 


which are not prohibited but consist with the letter and spirit of the Constitu- 
tion, are constitutional (McCulloch v. Maryland (1819) ). 


MULTIPLE-PURPOSE DEVELOPMENT OF WATER RESOURCES 


On the economic front, a glaring deficiency of the Hoover report, 
comparable to its shortcoming on the constitutional issue, is the total 
neglect, in fact, the outright repudiation, of the sound and well-estab- 
lished principle of multiple- purpose development of water resources 
on a comprehensive, integrated basis for maximization of potential 
public benefits. This principle has been recognized for over 50 
years—ever since the administration of Theodore Roosevelt—and has 
been reaffirmed repeatedly by official study groups, such as the Con- 
servation Commission (1909); the National Resources Board (1934) ; 
and the President’s Water Resources Policy Commission (1950). It 
has been incorporated into Federal law and national policy by acts 
of Congress, such as the Reclamation Act (1903); the Federal Power 
Act (1920 and 1935); and the Tennessee Valley Authority Act 
(1933); and numerous flood control acts since 1928; and innumer- 
able authorization and appropriation acts. 

I shall not presume upon your time and patience to elaborate or 
justify a principle so well established and so universally accepted by 
all objective students of the problem, and one so firmly fixed in public 
law and national policy. It will suffice to refer to volume 1, chapters 
3, 4 and 5, of the report of the President’s Water Resources Polic "y 
Commission (1950) for a full discussion and defense of the multiple- 
purpose principle. 

As for my own personal views on this subject, I hereby tender, if 
you wish to receive it, a copy of my memorandum of February 9, 1954, 
to the Bureau of the Budget in which I urged that Budget Circular 
No. A-47 be revised and administered to give full effect to the mul- 
tiple-purpose principle in the valuation and approval of water re- 
source projects. If you care to receive this memorandum, I request 
that it be incorporated as part of my testimony and printed in the 
record of this hearing. 

Mr. Jones. Without objection, the memorandum will be accepted 
and printed at the conclusion of your formal testimony. 

Dr. Gray. Instead of recognizing the economic merits of the mul- 
tiple-purpose principle and its standing in public law and national 
policy, the Hoover Commission dismisses it as a for m of political 
trickery—a devious scheme concocted by advocates of “creeping so- 
cialism” and apnroved bv unprincipled politicians—to justify waste- 
ful public spending, pork-barrel projects, dishonest cost allocations, 
and subsidization of particular groups or localities at the expense of 
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the taxpayers. The general and continued application of this insid- 
ious principle will, so the Commission and its task force believe, de- 
stroy free private enterprise and eventually lead to socialization of 
the electric power industry. To avert this calamity the Commission 
would have us abandon the multiple-purpose approach to water re- 
source development and return to the outmoded, inadequate, and 
thoroughly discredited single-purpose approach. This, in the Com- 
mission’s view, would put such developments on a sound business basis. 

Pursuant to its myopic concept of sound business policy, the Com- 
mission would rewrite the legislative history of the past 50 years, 
reverse long-established and demonstrably successful national policies, 
reject the teachings of modern science and the hard-learned lessons of 
practical experience, disintegrate functions that by their very nature 
are inseparable, abandon the broad public welfare objective of maxi- 
mum potential benefits from comprehensive, integrated development, 
and substitute therefor the narrow, restrictive principle of the financial 
feasibility of particular, isolated functions. Mi the indirect, intangi- 
ble, nonvendible, social benefits which are potentially inherent in well- 
planned, comprehensive water resource developments would be disre- 
garded at the national planning level and relegated to local or private 
consideration. Only those particular functions which would pay their 
way, or from which private enterprise might extract a profit, would be 
undertaken. Existing multiple-purpose projects, such as the Tennessee 
Valley Authority, would be disintegrated to conform to this sound 
business model—the power facilities being sold to private concerns and 
the alleged non-Federal functions being reallocated to State and local 
authorities, or left to private enterprise. 

This warped and benighted conception of public policy belies every- 
thing that modern science and practical experience have taught us 
about water resource development during the past 50 years. It is a 
blueprint for divisiveness, negativism and reaction inspired by a self- 
interest so extreme and cankerous as to destroy all capacity for rational 
comprehension and analysis of the public interest. 

The report of the Commission and that of its task force provide con- 
vincing internal evidence to confirm this indictment. The well known 
predilections of those responsible for these documents, their business 
and professional connections, their studied avoidance of basic issues, 
such as the constitutional power and responsibility of the Federal Gov- 
ernment and the demonstrated soundness of multiple-purpose develop- 
ment, their distorted and fantastic statistics and hypothetical calcula- 
tions, their labored efforts to apply to public undertakings the eco- 
nomics of private monopoly, their attempt to exacerbate group and 
regional conflicts, and their nihilistic recommendations all point to- 
ward a single goal—to discredit and destroy low-cost Federal power. 
Hoover and his associates have submitted an ultimatum of the Power 
Trust to the American people—either turn the Nation’s water re- 
sources over to the power trust or suffer the disastrous consequences 
of continued waste and partial development. It is the public duty 
of the Congress to reject this presumptuous ultimatum and to proceed 
vigorously with the scientific development of our water resources for 
the general welfare. 

Mr. Jones. Thank you very much, Doctor. 

Mrs. Griffiths? 
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Mrs. Grirrirus. No questions. 

Mr. Jones. Mr. Lipscomb? 

Mr. Lipscoms. Doctor, in your statement you talked quite a bit about 
the task force. 

Dr. Gray. Yes. 

Mr. Lirscoms. Do you see a distinction between the task force and 
the Hoover Commission ? 

Dr. Gray. I have tried to, sir, but seem unable to make that distinc- 
tion. The Commission did pass over certain suggestions of the task 
force and not incorporate them in the text of its recommendations, 
but the language is confusing and for the life of me I cannot be sure 
that they have abandoned some of the ideas that are expressed in the 
task force. 

Mr. Lirescoms. But the Commission did not embrace some of the 
recommendations and facts that the task force presented. Is that 
correct ? 

Dr. Gray. That is correct. Some of them were too raw. 

Mr. Lipscoms. You have been in Government work and I do not 
think a complete statement of definition as to the directive has ever 
been done for this committee. Could you define what the relationship 
of advisory and task force groups is to commission in Government 
service ? 

Dr. Gray. In this particular case I cannot do that because I just 
do not know. Not being a member of the Commission I cannot say 
out of my own knowledge what use they made of the task force. All 
I can say is that the same spirit, the same philosophy and same attitude 
which I find in the task force I also find in the report. 

Mr. Lirscoms. No. I mean in all commissions and groups that 
work this way which hire advisory groups and task forces. 

Dr. Gray. I am familiar with that. 

Mr. Liescoms. You served on such groups, haven’t you? 

Dr, Gray. Yes. The commission may make such use as it sees fit 
of advisory consultants. 

Mr. Lrrescoms. That is what I mean. Could you define what use 
is made of advisory and task force groups by commissions? 

Dr. Gray. This is entirely up to the commission. It varies from case 
to case. I do not know that we can define it for you. 

Mr. Lirscoms. How do they operate? How do task groups and ad- 
visory groups work in commissions? 

Dr. Gray. Task forces and staffs are supposed to assemble all of the 
information and digest it and point up the issues. When it comes to 
policy matters, the commission is supposed to use its own judgment 
with respect to what it incorporates in its final report. 

Mr. Liescoms. That is basically what was done here. The task 
force got the information and facts and unfortunately used the word 
“recommendations” and submitted that to the Commission. Is that 
right? 

Dr. Gray. I could not say that. That is your statement and not 
mine. I do not believe that myself. As TI read the text and report, I 
think it is practically impossible to unscramble them. 

Mr. Lipscoms. And then the Commission adopted whatever parts 
of the task force report they wanted and left out the other parts. 

Dr. Gray. T cannot say how the Commission proceeded. All T can 
say is that the end result was substantially the same as the task force 














1818 ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 


recommendations, with the exception that they left out certain specific 
things. All Iam saying here is, in general—— 

Mr. Liescoms. The Commission did not approve of some specific 
things the task force recommended. 

Dr. Gray. Yes. 

Mr. Lirescoms. And they modified other recommendations that the 
task force recommended. 

Dr. Gray. Yes. 

Mr. Lirscoms. Which is pretty generally the procedure followed in 
task force and advisory groups. 

Dr. Gray. Well, of course 

Mr. Lirscoms. Well, if it is not, feel free to say so. 

Dr. Gray. Well, the Commission could have disregarded the whole 
thing if they wanted to. They had the power to do so. 

Mr. Lirscoms. But there is a difference between the task force and 
the Commission. 

Dr. Gray. Oh, certainly. 

Mr. Liescoms. Assuming that an area like the one served by the 
Tennessee Valley Authority must go to steam generation in order to 
make more power, is there anything in our Constitution that says the 
Government must go into that part of the utility business? 

Dr. Gray. There is nothing that says it must. No. 

Mr. Lirscoms. There is nothing legally that says it ? 

Dr. Gray. But this is not the point. It is in the power of the Con- 
gress to determine and carry on its constitutional responsibilities as 
to whether steam power should be added to the existing hydro, and 
Congress has authorized that. 

Mr. Lirscoms. But it is not a legal responsibility under our Con- 
stitution that we go ahead, where we have developed hydro power and 
the hydro facilities have become inadequate? It isnot legally required 
under our Constitution that we go into steam generation, is it ? 

Dr. Gray. It is not required. No. The Constitution does not re- 
quire the Congress to do this, but the Congress may and has the power 
to do so, and it has done it. 

Mr. Liescoms. I got the idea you were saying that we as a nation 
should go ahead and develop steam generation in areas that have inade- 
quate hydro power. 

Dr. Gray. Oh, I think on the specific point you are talking about, 
the Federal project ought to firm up its power. I spoke of that here 
as disposing of power at the lowest technological level, which is dump 

ower. 

. Mr. Lirscoms. So where we develop a hydro project the Federal 
Government should also plan to develop—— 

Dr. Gray. It has a right and responsibility to firm it up and make 
it available to the people. You see, you really cannot make it available 
to the people if it is interruptible dump power. 

Mr. Lipscoms. Then also in your statement you had the impression 
that the Hoover Commission recommends that we sell projects such 
as TV A to private utilities. 

Dr. Gray. They intend to do that. 

Mr. Lirescoms. Pardon? 

Dr. Gray. I think they would like to do that. Of course, it will not 
be done, but they would like to do it. I mean by disintegration of func- 
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tions and selling off of the power aspects and any others that private 
enterprise might be interested in. 

Mr. Lirscoms. You mentioned specifically TVA. Did you get the 
imrpession from the Hoover Commission report that they intended 
TVA should be sold to the private utility people? 

Dr. Gray. I have the impression that the Hoover Commission de- 
sires to get TVA out of the power business and sell that to private 
enterprise. 

Mr. Liescoms. To sell the TVA installations ? 

Dr. Gray. Mr. Hoover advocated this publicly on the record, and 
the task force favored this. 

Mr. Lirscoms. On page 116 they say: 

We do not entertain the idea of the sale of dams and their powerhouses. These 
dams also perform highly important services to irrigation, navigation, and flood 
control, which must remain as Federal responsibilities. Nor do we entertain the 
idea that the electric facilities in these multiple-purpose projects could be sold 
to private enterprise. 

That is in the report. 

Dr. Gray. What does it mean? We do not want to sell them the 
dam? Certainly you are not going tosellthedam. You sell the falling 
water. 

Mr. Lirscoms. Then in your statement you meant selling the power 
and falling water, and not the facilities. 

Dr. Gray. There are various ways to sell it. You can sell it as dump 
power and sell falling water. That remark does not indicate which way 
they might dispose of it. 

Mr. Lirscoms. They say they do not entertain the idea of the sale of 
dams and powerhouses. I think that is rather clear. 

Dr. Gray. They are not going to sell the dam. The dam is useful 
for other purposes. But selling the power is a different matter. You 
could do that in several ways. You could produce it and sell it at the 
bus bar, and sell it as dump power, and sell the falling water. There 
are different ways of doing that. 

Mr. Lirscoms. Along the lines of your statement here, would you 
care to comment on recommendation No. 1, subsection (a), specifically 
about the national water resources policy ? 

Dr. Gray. I do not have that before me. 

Mr. Lirscomps. I feel that the Nation and the Congress should take 
a look at the national water resources policy. 

Dr. Gray. I agree fully with that. They should look long and hard 
at it and come up with a long-range, far-reaching water resources 
policy. Certainly. 

Mr. Liescoms. In making your study did you analyze each recom- 
mendation, (a) to (4)? No. 1 seems to be very important along with 
the recommendations on power. 

Dr. Gray. Certainly 1 (a) is merely a declaration that there should 
be developed a national water policy. I am not sure what (0) means. 

Mr. Lipscoms. For instance, that the water policy should be devel- 
oped to assure the optimum use and the maximum contribution to the 
economic growth, strength, and general welfare. That is not against 
the Constitution, is it? 

Dr. Gray. No; I did not say it was. 
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Mr. Lipscoms. And (0) says: 


That water resources development should be generally undertaken by drain- 
age areas—locally and regionally. 

Dr. Gray. I am not sure what that means. I am not sure what that 
means. 

Mr. Lirescoms. Evidently they got their background from the task- 
force report in that case. 

Dr. Gray. Iam not sure what that one means. 

Mr. Liescoms. If you are not prepared to go over these things indi- 
vidually, I have one more. That is recommendation 1 (c). Does that 
fit in in any way with your belief ? 

Dr. Gray. No; I donot agree with that at all. 

Mr. Lirscoms. Would you like to express that ? 

Dr. Gray. Certainly. This is in effect saying that the responsibility 
of the Federal Government is limited to those situations where it— 
is necessary to further or safeguard the national interest, or to accomplish 
broad national objectives, where projects, because of size or complexity or poten- 
tial multiple purposes or benefits, are beyond the means or the needs of local 
or private enterprise. 

That I regard as unsatisfactory because that limits the responsibility 
of the Federal Government on a selective basis where size and com- 
plexity is made the basis of the distinction, and I do not agree with 
that. 

Mr. Lirscoms. On what basis should the Government go into these 
projects? 

Dr. Gray. I think it is a basic responsibility of the Federal Gov- 
ernment to promote the development of our water resources for all 
beneficial uses. This does not mean that the Federal Government has 
to do everything, but it means that the Federal Government should 
have general responsibility for seeing that it is done. 

Mr. Lirscoms. Up to that last sentence you would agree with it 
then, I would think? 

Dr. Gray. Well, it is the restriction. The latter part of the state- 
ment modifies the first part, so fundamentally it makes it restrictive 
and I would not agree with it. 

Mr. Lirscoms. I would like to get your impressions on each one 
of them, but the time just does not allow it, Doctor. Thank you. 

Mr. Jones. Doctor, let me call your attention to the letter of trans- 
mittal by the chairman of the Commission itself, Mr. Herbert Hoover. 
In the letter of June 27, 1955, to the President of the Senate and the 
Speaker of the House of Representatives, it says: 


The recommendations of the Commission do not necessarily coincide with all 
of those of the task force, but include the results of independent investigation 


by the Commission's staff and the experience of the members of the Commission. 
So the Hoover Commission’s recommendations were taken entirely 
from the task force study on water resources and power; was it not? 
Dr. Gray. I think they were. That language would tie the two 
up together. 
Mr. Jones. Who appointed the task force? 
Dr. Gray. I understand the Chairman of the Commission, Mr. 
Hoover, appointed them. 
Mr. Jones. And the task force served under the authority vested 
in Mr. Herbert Hoover as Chairman, under appomtment by the Presi- 
dent of the United States to make this study 
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Dr. Gray. That is my understanding of the situation. 

Mr. Jones. And that is the letter of transmittal from Mr. Hoover 
to the House of Representatives and the Senate of the United States. 
There is a discussion on page 63 of the report under the title “Tennessee 


Valley Authority.” 


The Tennessee Valley Authority Act of 1933 directs the Tennessee Valley 
Authority “in the operation of any dam or reservoir in its possession and con- 
trol to regulate the streamflow primarily for the purpose of promoting naviga- 
tion and controlling floods.” Tennessee Valley Authority appropriations for 
flood control through fiscal year 1954 amounted to $183,700,000. The task force 
recommends transfer of these flood control and other nonpower activities to 
other Federal or States agencies. 


Do you know anywhere in the report where the recommendation is 
made specifically that it would not disturb the operation of the cor- 
porate entity known as the Tennessee Valley Authority? 

Dr. Gray. You mean in the Commission report itself? 

Mr. Jones. Yes. 

Dr. Gray. No, sir. 

Mr. Jones. I call your attention to page 123, to the alternative 
proposition. It says: 

Based on this pattern now tested by long experience, the States in these 
seven major Federal power regions could— 

1. Set up a compact among themselves as provided in the Constitution ; 
2. Take over the Federal Government’s power business in their region, 
agreeing: 
(a) To pay interest on the Federal Government’s investment in the 
power segment of these multiple-purpose dams and other projects. 

So there is no question in your mind that these projects that are 
generating hydroelectric power are available as far as the Hoover 
Commission is concerned for sale and disposition. 

Dr. Gray. That is my understanding of it. 

Mr. Jones. If the Recommendations 9 through 15 were to become 
effective it would mean that the Federal Government would be out 
of the power generating business entirely, would it not? 

Dr. Gray. That is my interpretation of it. 

Mr. Jones. Do you believe that the imposition of tolls would be 
unconstitutional ? 

Dr. Gray. Not being a lawyer, I would not express a judgment on 
that, but I am opposed to it as a matter of public policy. I would not 
express judgment on the constitutional issues. 

Mr. Jonzs. Let me go back and review some of the sections Mr. 
Lipscomb referred to in Recommendation No, 1. 


That the Congress adopt a national water policy on the following nine points: 
(a) That water resources should be developed to assure their optimum use 


and their maximum contribution to the national economic growth, strength, 
and general welfare. 

(0) That water resources development should be generally undertaken by 
drainage areas—locally and regionally. 


And— 


That the Federal Government should assume responsibility when parti i},ation 
or initiative is necessary to further or safeguard the national interest * * * 


What is this national interest in those cases, Doctor ? 
Dr. Gray. Well, I am not quite sure what they mean by national 


interest, Congressman. They define it at one place in the task force 
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as in a very narrow sense. Whether they mean to go back to that 

previous definition of national interest when they speak of safeguard- 

ing the national interest and interpret it very narrowly, I do not 
now. 

Mr. Jones. Now the next item: 

(d) That in participating in water resources and power development, the 
Federal Government without waiving its constitutional rights should take ac- 
count of the rights and laws of the separate States concerning appropriation, 
use, control, and development of waters within their boundaries. 

Do you believe that the Congress would ever pass any laws on water 
resources development that would take account of all the various 
laws of the various States on the subject ? 

Dr. Gray. In the case I have examined, Mr. Jones, the Congress 
has always made special provisions to protect and maintain the exist- 
ing laws of the States. 

Mr. Jones. If the Congress were to start examining every State to 
determine whether or not it would be compatible with the Federal 
interests to construct these types of projects, do you not think it 
would be impossible for the Congress to write a law that would not 
in some way conflict ? 

Dr. Gray. Oh, yes; I think so. I think in a case of conflict here 
where the State and local ordinances might—— 

Mr. Jones. It would take a Philadelphia lawyer to figure out what 
the laws are of the different States. 

Dr. Gray. Yes. 

Mr. Jones. And the supreme courts of the States have held just 
about every kind of position you can think of. The States do not have 
refined water laws. The State legislatures during the past year have 
directed a great deal of their time and attention to trying to make 
some sensible approach to the problem. The States of Colorado and 
South Carolina have been in a tremendous debate trying to see if they 
could come up with some water laws they could understand. If the 
States do not know what kind of laws they have, how could the Con- 
gress determine it ? 

Dr. Gray. This is one thing in saying that the broad, overall 
national responsibilities rest with the Federal Government, and the 
State laws should be tied in to conform to the national laws. 

Mr. Jones. The next item is: 

(e) That the Federal Government should provide advisory assistance to 
those local and State agencies that are undertaking water resource and power 
development projects. 

Do you know of any agency or bureau of the Government now 
operating in the field of water resources that is refusing to disclose to 
the States technical information that they have accumulated ? 

Dr. Gray. I never heard of one, and I think I am familiar with it. 

Mr. Jones. Do you know whether the Public Health Service is 
denying technical information to the State of Dlinois, or any other 
State? 

Dr. Gray. No; quite the contrary. They are very anxious to get 
out their information to the local groups. 

Mr. Jones. And the hydrological data obtained by the Corps of 
Engineers. Is that not public information generally available? 

Dr. Gray. Yes. 
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Mr. Jones. And the Weather Bureau, and all of the other agencies 
of the Government, like the Soil Conservation Service. 

Dr. Gray. I do not know of any which is denying basic data to 
the local agencies. 

Mr. Jones. Is it not a fact that the Federal Government assists 
local communities under existing law ? 

Dr. Gray. Yes, sir. 

Mr. Jones. And in developing water resources. Why do you think 
this was put in? As a proposition for taking the Federal Govern- 
ment out of the field of water resources development by having the 
people believe that the Federal Government is withholding technical 
information and assistance ? 

Dr. Gray. I can only interpret the language and I am not quite 
sure I am right in this, but I would interpret this to mean in the 
view of the Commission that the functions of the Federal Govern- 
ment should be largely restricted to providing advisory assistance. 
They do not say that, but based on my experience I w ould interpret 
it in that way. I do not think they are accusing a Federal agency of 
denying information to local groups. I suspect what they are after 
there is to restrict the functions of the Federal Government to pro- 
viding scientific data. 

Mr. Jones. In the projects that are undertaken there is full oppor- 
tunity for the States to undertake these projects under existing law. 
The State of Illinois, if it wanted to develop the Cal-Sag project, 
would find no inhibition at the hands of the Federal Government to 
keep the State of Illinois from doing it. If they wanted to develop 
a power project, all they have to do is make applic ation for a license. 
That has been available to them all of the time. There is nothing 
new in that, is there ? 

Dr. Gray. No, no. Not since 1910 in the Federal Power Act. 

Mr. Jones. In your opinion, if these recommendations of the 
Hoover Commission were to come into force and effect, do you not 
think that it would mean the Federal Government would cease mak- 
ing investments in water resource projects ? 

Dr. Gray. I think it would practically mean complete cessation, 
unless perhaps it was navigation facilities on the main stem of some of 
our rivers. 

Mr. Jones. You talked about circular A-47, which established new 
criteria for determining the economics of the project. Would you 
mind reciting some of the pertinent points of that circular? 

Dr. Gray. Well, this will take quite a long time, Congressman. I 
have an 18-page memorandum here which I submitted on that. 

Mr. Jones. Will you summarize it? 

Dr. Gray. The thing I kept harping on all the time, and the basic 
premise of my thinking i is, that the provision should emphasize the 
multiple-purpose nature of these projects, so that every useful purpose 
will be taken into account and properly evaluated. That the whole 
thing should proceed from that basis. There was criticism that some 
of the agencies have been looking at particular functions and not look- 
ing at all of the related functions. It was my thought that the Bureau 
of the Budget, because of its strategic position there in approving these 
projects right under the President, could use its influence to insist that 














1824 ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 


all agencies submitting projects come in with a completely integrated 
plan, which would maximize the total value. 

Then, having said that and giving some explanation of the reason 
for my thinking there, then I went into this question of the evaluation 
of benefits and the problem of induced or hypothetical costs, and the 
whole problem of direct versus indirect benefits. Also this matter of 
the financial feasibility as a basis for project evaluation, and the prob- 
lem of the allocation of joint costs. 

All of these are in that budget circular, and the whole matter of 
reimbursement. 

Then there is the problem of where power facilities should be in- 
stalled, and this matter of firming up power and reserve capacity. 
Also, the matter of rates to be charged for power. 

These are some of the main headings here. Stream pollution, recrea- 
tion, and flood control, and so on. I have a section on each of those. 

Mr. Jones. Thank you very much. 

Mr. Liescoms. May I ask a further question ? 

Mr. Jones. Yes. 

Mr. Liescoms. Are you completely satisfied with all of the laws 
on the books pertaining to water resources and power ? 

Dr. Gray. Oh, my heavens, no. 

Mr. Lirscoms. They should be reevaluated and looked into by 
Congress ¢ 

Dr. Gray. Oh, yes. We need a great deal of improvement on our 
existing laws. I have been working on this for years. 

Mr. Lirscoms. Have you ever testified before? You have worked 
on the President’s Commission, I assume. 

Dr. Gray. Yes. 

Mr. Lirescoms. Did you testify before the task force ? 

Dr. Gray. No. 

Mrs. Grirrirus. Were you asked to testify before the task force ¢ 

Dr. Gray. No. 

Mr. Jones. Thank you very much, Doctor. 

(The document submitted by Dr. Gray is as follows:) 


COMMENTS ON BupGer CrrcuLaR No. A-47 


(By Horace M. Gray, professor of economics, University of Illinois) 
INTRODUCTION 


Circular No. A-47, as it now stands, represents a substantial improvement over 
previous standards for budgetary review. It embodies the best and most ad- 
vanced thought on the subject growing out of the experience and studies of the 
Government agencies responsible for water resource development, the Presi- 
dent’s Water Resources Policy Commission of 1950, and the Bureau of the Budget 
itself. An enormous amount of time and energy over the years has been devoted 
to the formulation of these standards and criteria. If they are presently defec- 
tive, inadequate or impracticable it is not from lack of effort or want of purpose 
but rather because of the complexity of the subject matter, the confused state 
of opinion respecting the development of water resources, the clash of conflict- 
ing interests, and the chaotic pattern of existing institutional arrangements. 
So long as these underlying conditions persist relatively little of fundamental 
character can be accomplished by revision of the rules and procedures of the 
Budget Bureau. 

The limited potentialities for “progress by administrative revision” should 
be recognized frankly. Certainly, there should be no retreat from present posi- 
tions, no needless sacrifice of hard-won ground. Neither should efforts to block 
or frustrate needed developments, or to pervert them to private advantage, be 
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encouraged or abetted by revision of Circular No. A-47. The public interest 
calls for the orderly, systematic development of the Nation’s water resources for 
maximum beneficial use as rapidly as needs and financial resources warrant, 
and all revisions of the working rules and procedures should be directed toward 
this end. With this positive, constructive goal in mind, and within the circum- 
scribed limits of administrative action, what can be or should be done to 
strengthen and improve existing criteria for the evaluation of proposed water 
resource projeets? 

The guiding principle that should govern the revision of Circular No. A-47 
is comprehensive, multiple-purpose, integrated development. This method is 
recognized by all informed students of the subject as infinitely superior to the 
outmoded single-purpose, nonintegrated approach; it is sanctioned by (p. 26) 
numerous laws dealing with water resources; its successful application has 
been demonstrated in many instances; the agencies responsible for initiating 
projects concede its superiority and profess devotion to the principle, however 
much they dishonor it in practice; the Budget Bureau, as evidenced by Circular 
No. A-47, provides for the critical evaluation of proposed projects on a multiple- 
purpose basis. Thus, the principle is sufficiently well established in law and 
administrative practice to serve as the general frame of reference for the critical 
analysis of projects submitted by the several agencies. 

Although Circular No. A-47, as it now stands, recognizes the multiple-purpose 
approach and makes use of it in an incidental and limited way, it fails to exploit 
the principle fully; the main concern appears to be the evaluation of single- 
purpose projects considered in isolation from related functions. This excessive 
preoccupation with the details of single-purpose analysis and the continued use 
by the Bureau of single-purpose standards of evaluation serves to perpetuate at 
the agency level this historic but outmoded approach to the development of water 
resources. To be sure the Bureau has to examine and pass judgment on projects 
submitted by the agencies—and these, notwithstanding their protestations to the 
contrary, persist in the single-purpose approach—but the Bureau is in a strategic 
position to insist that the agencies render more than lip service to the multiple- 
purpose principle. It could, within the limits of its administrative discretion 
and without new legislation, require comprehensive planning, complete develop- 
ment of all related functions and proper integration of these functions as a con- 
dition precedent to approval, and it could make it clear that (p. 27) single-purpose 
projects would be judged in relation to a comprehensive, multiple-purpose plan for 
the river basin or the region. Doubtless the Bureau in its negotiations with the 
agencies initiating projects does try to encourage broader and more compre- 
hensive planning on their part. But this effort might be strengthened if in the 
revised edition of the circular the position of the Bureau on this issue were 
clarified and emphasized. Any progress in this direction that can be achieved 
by administrative review is worthwhile. The following comments and sugges- 
tions are directed toward this end. 


BENEFITS (SEC. 8, PP. 7-9) 


The policy of placing main reliance on primary benefits appears to be an 
institutional residue derived from private economics. In the private economy 
a powerplant or water supply system will not be constructed unless the primary 
benefits, measured by what local residents are willing to pay, exceed total costs. 
Later, when Government began to build such works on a single-puropse basis 
the same economic calculation was made. Under these conditions this method 
made good sense; it was simple, foolproof, and reasonably accurate. 

Today, in large-scale, multiple-purpose undertakings it makes no sense at 
all; in fact, it is nonsense and operates to the detriment of the public interest. 
In such a system a great diversity of benefits accrue—some primary, some sec- 
ondary, some local, others widely diffused through the region, the Nation or even 
internationally ; some are tangible, others intangible; the incidence of some can 
be traced accurately, the incidence of others is indeterminable; some are sus- 
ceptible of being measured quantitatively and priced in market terms, others 
can neither be measured nor priced. Yet, it may well be that the social value of 
secondary and intangible benefits exceeds by a (p. 28) considerable margin the 
identifiable and measurable primary benefits. With further growth in popula- 
tion, industry, urbanization, technology and national productivity, and with rising 
standards of living and changing conceptions of public welfare, this is almost 
certain to be the case. Thus, main reliance on primary benefits is obsolete as 
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7 foundation for public policy, and it becomes progressively more obsolete every 
ay. 

The only functional validity of primary benefits is to establish a basis for 
reimbursement. The recipients of primary benefits should be identified and the 
amount of such benefits should be ascertained as accurately as possible in order 
to fix prices or assess charges adequate to absorb into the Public Treasury all, 
or substantially all, such benefits. This is absolutely essential in our scheme 
of distributive justice to prevent the emergence and private capitalization of 
windfall profits, or unearned increments, from public investment. Otherwise, 
the whole undertaking is tainted with the stigma of special privilege and sub- 
sidy—one man is being taxed for the private profit of another. Since, normally, 
primary benefits comprise a large proportion of total benefits they should be 
identified and measured as completely and accurately as possible, but the final 
public investment decision should not be based on this criterion. 

The J. M. Clark study of secondary benefits (1952) demonstrates conclusively 
that present methods of identifying and quantifying them are quite unsatisfac- 
tory and yield unreliable results. Intangible values are even more illusory and 
incapable of measurement or quantification. The Clark report suggests (p. 37) 
that quantitative computations of secondary benefits be scaled down in the 
interests of greater accuracy and realism, and that most secondary benefits be 
combined with (p. 29) intangible benefits and described qualitatively. It is 
significant that the Clark panel came to the conclusion that qualitative factors 
(intangible values) “may be the factors of paramount importance, as against 
the unavoidably conjectural estimates of quantitative factors” (p. 38). 

The same principle should prevail in multiple-purpose water resource projects 
as is universally applied in local public works where a combination of private 
(primary—tangible) and public (secondary—intangible) benefits obtains. As- 
sess private benefits against particular private beneficiaries; cover public bene- 
fits out of general revenues. This is an accepted, traditional procedure which 
operates by due process of law and satisfies our sense of reasonableness and 
social justice. There is no reason why it cannot be applied successfully to more 
complicated forms of public investment, such as multiple-purpose water projects, 
once an effective system is established for identifying, measuring, and collecting 
private (primary—tangible) benefits. 


INDUCED COSTS (SEC. 9, PP. 9-10) 


The concept of “induced costs” is wholly unrealistic and suppositious. It 
opens the door to all sorts of fantastic claims for imaginary “losses” and 
“damages.” No private business would invite or entertain such claims. There 
is no reason in law or accepted social ethics why the Federal Government should 
do so. Every new improvement of any magnitude, whether private or public, 
inevitably involves economic losses for those who cannot make the necessary 
adjustments. This is the law of competition, of economic, technological, and insti- 
tutional change—Schumpeter’s famous “perennial gale of creative destruction.” 
But who ever heard of the new institution paying the “losses” or “damages” of 
the old, superseded one? When Chrysler, the innovator, caused Ford to lose a 
million dollars a day for nearly a year, while reconverting from model T, did 
Chrysler pay Ford “damages”? Did the railroads pay “damages” to the canals 
that they displaced? Obviously not. Then why should the Federal Government, 
when it invests public funds in a great water resource development calculated 
to produce manifold public benefits, consider as a “cost” the “losses” of those 
who claim to be damaged thereby? 

Real costs, such as necessary outlays for land acquisition, removal of people, 
relocation of highways, must, of course, be met; but these are ordinarily included 
in the cost of construction. Being real, bona fide costs, they have no place in 
the artificial category of induced costs. The latter concept should be discarded 
as worthless and potentially dangerous. It might conceivably have some value 
in the higher calculus of computing net social gain or loss, but in the practical 
evaluation of water resource projects it is an unnecessary refinement which 
complicates the problem but contributes nothing to its solution. 


FINANCIAL FEASIBILITY AS A BASIS FOR PROJECT EVALUATION 


Many persons, and particularly those whose thinking is conditioned by private 
economics, mistakenly insist that a public investment in water rseource develop- 
ment must be financially feasible—by which they mean self-liquidating—in order 
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to merit approval. That is, if the direct beneficiaries cannot or will not pay the 
full costs, including interest and amortization of the principal, then the proposed 
project is not financially feasible and, hence, no public funds should be invested 
in it. Thus, they would apply to public investment the calculus of the private 
market place, completely ignoring all the considerations of public interest that 
distinguish public from private investment. 

The financial feasibility test operates as a restrictive device, particularly 
against multiple-purpose projects involving significant secondary and intangible 
benefits. Relatively few such projects can qualify for approval under this test 
because the secondary and intangible benefits are nonreimbursable. Rigorous 
application of the financial feasibility principle, then, must inevitably result in 
the rejection of most multiple-purpose plans. Or, it may compel abandonment of 
a multiple-purpose plan in favor of selected single-purpose functions which 
happen to be financially feasible. In either event important social values are 
sacrificed on the altar of an inappropriate and irrelevant principle. ‘The restric- 
tionistie potentialities of financial feasibility explain why it is so highly favored 
by those who oppose Federal development of water resources. It is the most 
plausible and effective argument at their disposal, particularly against multiple- 
purpose projects. 

But as the basis for public policy decisions respecting investment in multiple- 
purpose undertakings the financial feasibility principle is almost worthless It 
reveals nothing about the total social value of a proposed project; it provides no 
satisfactory basis for judging relative priorities; it sheds no light on the diffi- 
cult problem of integrating related functions to achieve maximum returns. Such 
limited usefulness as it has occurs in connection with reimbursable benefits. Here 
studies of repayment by direct beneficiaries and by participating local govern- 
ments will serve to indicate the degree of financial self-sufficiency and the corre- 
sponding magnitude of the Federal contribution required. This is already pre- 
sented in section 3, page 6, of the circular and no further reliance on the financial 
feasibility test is either necessary or desirable. 


ALLOCATION OF JOINT COSTS (SECS. 11 AND 12, PP. 10-15) 


No phase of multiple-purpose water resource projects has been more productive 
of confusion, controversy, misunderstanding, and waste of human energy than 
allocation of joint costs. As a result of the intensive concern with this problem 
and the prolonged controversy over it, the allocation of joint costs has been 
magnified out of all proportion to its real importance. What should, at most, be 
an internal managerial device, useful in a rough way for planning and integra- 
tion of related functions, has been transformed into an external public policy 
issue. In this process the allocation of joint costs has been assigned a decisive 
role as a criterion of public policy, on which momentous national decisions respect- 
ing the development of water resources are alleged to depend. What we asa 
Nation can or should do about the development and maximum utilization of our 
water resources is assumed in some mysterious way to turn on the solution of 
this cost-allocation problem. A realistic anpraisal of the situation will reveal 
that this issue is largely artificial and irrelevant for policy determination. 

In the private economy firms supplying differentiated products or services 
from a common plant allocate joint costs in various ways—all arbitrary approx- 
imations. But they do this solely for their own internal managerial purposes; 
they make no pretense that such allocations have decisive external value as a 
basis for investment and pricing decisions. They sell their various products 
in the market for the highest prices obtainable, realizing different margins of 
profit on each product according to the demand. Generally, they adhere to the 
rule that the selling price of each product should cover the separable costs 
attributable to its production and, in addition, contribute something to the 
joint costs. How much the latter contribution should be, in order to justify 
production of a particular product, is a question of business judgment based 
on an evaluation of all relevant factors in the market situation. Similarly, de- 
cisions to increase the investment, either to produce new products or to increase 
the production of old products, follow the same rule. The added investment 
should yield enough to cover all its own costs and, in addition, absorb some of 
the joint costs. 

Whatever system of joint cost allocation a business firm may devise for its 
own internal guidance is a private matter—and properly so because its arbitrary 
allocation of joint costs has no devisive external effects on the market. Where 
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such private allocations have been publicized, as in railroad rate cases, public 
utility rate cases, and Robinson-Patman price discrimination proceedings, their 
arbitrary and artificial character has been readily apparent. With all the 
skill and ingenuity at their command accountants, engineers, and economists have 
never succeeded in perfecting a rational, scientific allocation of joint costs. The 
private economy, however, has not suffered on this account because the price 
system takes case of the matter. 

Why now should it be supposed that a public undertaking, similarly situated, 
can do what private business has never succeeded in doing; or that it must do 
what private business has found it unnecessary to do? The allocation of joint 
costs (other than arbitrarily) is as impossible and unnecessary in one case 
as in the other. Examination of actual practice in multiple-purpose water 
resource projects indicates that joint cost allocation serves no indispensable 
function in the decision-making process. It does not serve as the ultimate basis 
for approval or rejection, for the amount, character or timing of investments, 
for the addition of particular functions, for the arrangement or combination 
of related functions, for financing, for pricing, or for reimbursement. In fact, 
it cannot be demonstrated that in actual practice any of these basic decisions 
rest on joint cost allocation, or that an allocation of (p. 34) joint costs is 
a necessary or indispensable condition for rational decision making. The most 
that can truthfully be said is that such an allocation, arbitrary and conjectural 
as it must inevitably be, has some limited usefulness for internal planning and 
administrative control. It can serve as a rough benchmark or guidepost for 
those charged with responsibility for planning and organizing such undertakings. 

Circular No. A-47 avoids the common error of claiming too much for joint- 
cost allocation by stipulating (p. 10) that it is for the purpose of “proposed reim- 
bursement and cost sharing.” Even this limited objective, however, is unrealistic 
because in practice reimbursement does not depend on allocation of joint costs. 
Vendible products may be sold at more or less than allocated costs, according to 
public-policy determinations; nonvendible products, although responsible perhaps 
for a considerable share of the joint costs, pay nothing, these costs being covered 
from public revenues. The recipients of primary benefits in many instances pay 
less than full allocated costs; recipients of secondary and intangible benefits gen- 
erally pay nothing regardless of how joint costs may be allocated. Thus, reim- 
bursement policy is dependent on considerations of public welfare, not on any 
pattern of joint-cost allocation. In a larger sense, reimbursement policy is dic- 
tated by the nature of the benefits involved—these benefits being largely social 
and intangible in character and not amenable to the laws of cost or price. 

These observations suggest that in the revision of Circular No. A-47 the allo- 
cation of joint costs might well be downgraded from the high level of a public- 
policy criterion to the more modest, but more realistic, level of an internal mana- 
gerial device useful to the Government agencies concerned with the planning and 
development of water resource projects. In this modest role an allocation of 
joint costs, though at best a mere approximation, would serve as a practical work- 
ing technique or guidepost for the Government agencies and would cease to be 
a central issue of controversy in the realm of public policy. The Bureau of the 
Budget could effect this shift without sacrificing its review function or weakening 
its control over agency planning. It could still require the agencies to make allo- 
cations of joint costs on a standard uniform basis for internal control and review 
purposes while avoiding any implication that these cost allocations are the 
ultimate determinants of public policy. 


ELECTRIC POWER (SEC. 8H, P. 8; PP. 14-15; SEC. 21, P. 22) 


The following comments are restricted to one aspect of the electric power 
problem—the criteria applicable to the installation of power facilities in multiple- 
purpose projects. 

It having been decided that in the national interest the Federal Government 
will assume responsibility for the complete development of the water resources 
of a particular river, or watershed basin, for all beneficial uses the multiple- 
purpose theory of development becomes applicable. The objective, then, is to 
maximize the total value by the fullest possible utilization of the available water 
for the best possible combination of related functions. Stated in different terms, 
the idea is to raise the technical ievel of utilization of the resource to the highest 
point possible by the skillful combination of scientific knowledve, engineering 
technology, capital investment and organization. Or, using the familiar “going 
concern” concept, one may say that the problem is to combine the factors of pro- 
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duction with the natural resource in such fashion as to achieve the largest net 
return possible under the given circumstances. Since no two rivers are alike, 
either physically or economically, there can be no standard combination of func- 
tions; each plan must be tailored to fit a unique set of conditions. But, what- 
ever these conditions, there is theoretically a best combination of functions for 
each river. The problem is to discover it by careful analysis of all relevant factors. 

Pursuant to, and consistent with, this theory, the electric power potential of 
a river should be developed as fully as may be possible under the circumstances 
without conflicting with other purposes of greater value. The extent to which 
the power potential should be developed depends on many interrelated ele- 
ments—all of which must be taken into account in working toward the best 
combination of functions. In one instance it may prove best to forego power 
development altogether; in another development of the full potential may be 
justified. Whatever the eventually right solution in any given case, the general 
approach and method of analysis are indicated by the nature of the multiple- 
purpose concept. 

Circular No. A-47 fails to emphasize with sufficient vigor and clarity the 
multiple-purpose approach. On the contrary, the language and the criteria 
appear to give aid and comfort to the old single-purpose method. Nowhere is 
it required that the agencies prepare and submit comprehensive plans; that 
all functions be developed as fully as possible consistent with each other; that 
the electric power potential of rivers be developed to the maximum extent con- 
sistent with other conflicting uses of water; that electric-power installations be 
planned with a view toward the perfection of balanced, integrated systems—thus 
maximizing the value of the output. Nowhere is it stated that the Bureau will 
examine power proposals critically within a multiple-purpose frame of reference 
and will appraise them on that basis. While it is recognized that the Bureau 
has only limited influence over the action agencies its power of criticism and 
review might well be used to stimulate among the agencies a greater regard 
for the merits of comprehensive planning. 

The criteria applicable to a proposed power installation in a multiple-purpose 
project appear to be inconsistent with the basic theory of multiple-purpose de- 
velopment. Such power must bear all separable costs attributable to it plus all 
joint costs that may be allocated to it. This total cost (arbitrary because of the 
joint-cost allocation) must then be shown to be less than the cost of power from 
an alternative source, generally a private steam plant. This requirement in- 
troduces numerous complications, controversies, and difficulties of compari- 
son—most of which are irrelevant because of dissimilarity of conditions and 
the absence of a real, bona fide alternative. The situation is further complicated, 
and rendered still more artificial, by treating the hydro plant as an isolated 
unit—without adequate storage perhaps, without a steam-plant auxiliary, with- 
out adequate interconnection, without access to a balanced, integrated market. 
This whole procedure is unreal and artificial; it may suffice for single-purpose 
analysis but it is quite inappropriate for a multiple-purpose project. 

The proper procedure would be to start with the separable costs. These 
can be estimated with reasonable accuracy and are generally beyond serious 
dispute. If the separable cost per unit of anticipated output is relatively low a 
presumption is established that the plant ought to be built because it can cover 
its separable costs and perhaps contribute something to defraying the joint costs. 
But how much can it contribute? This will depend on two things: the qualita- 
tive character of the power itself and the nature of the market. If it is firm power 
it will have one value; if it is intermittent or secondary power the value will be 
much lower. If it is fitted into an integrated system, it will have one value (its 
contribution to the system) ; if it is isolated, its value will be much lower. If it 
can be firmed up at some additional cost, either by additional storage, inter- 
eonnection, or steam-plant auxiliary, its value will be substantially increased. 
What is the nature of the market? Is it close at hand or remote? Is it already 
reasonably well supplied or is the supply short and the demand urgent? Is the 
power to be sold to a private monopoly buyer at the bus bar, or to isolated con- 
sumers with low-value, unstable demands, or in a well-balanced, diversified, and 
fully integrated market? Obviously, the nature of the market and the marketing 
arrangements will be decisive in determining the value of the anticipated output. 

If these investigations reveal a substantial spread between the separable 
costs (plus any additional costs of firming up or transmission) and the market 
value of the output, then, obviously, the plant is a sound investment. It will 
pay the separable costs and make a very large—perhaps even a total—con- 
tribution to the joint costs. This is the situation in those cases where power 
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is said to be “the liquidating factor in multiple-purpose projects.” Even if the 
contribution to joint costs is relatively small, the construction of the plan is 
justified on the ground that any increment of value above separable costs is 
worth while. Some would even argue that if the power merely covers the 
separable costs it is justified—not as a “liquidating factor” but rather for its 
social value as a “promotional factor” in regional development. 

It should be observed that this analysis makes no use whatever of “alternative 
sources” as a basis of comparison. Neither does it utilize cost comparison 
with private electric power companies—a subject beset with endless contro- 
versies over interest rates, depreciation, taxes and returns. Likewise, it avoids 
the hopeless task of attempting to compare unlike things—public-hydro versus 
private-steam power. On the contrary, it is predicated on the going concern 
theory of development commonly used by private business producing multiple 
goods or services. It starts with the basic assumption that the development 
of the water resources of a river basin is legitimate public business and the 
proper responsibility of the Federal Government; that, having assumed this 
responsibility, the Government should strive to maximize total value by the 
most effective combination of functions and by exploiting all the potential values 
in the river. In such a system separable costs constitute a basic limiting factor 
from which all calculation must start. Alternative costs have no direct revel- 
ance because there is really no alternative ; the Government must decide to de- 
velop power or not to develop it according to the internal logic of the going 
concern, or multiple-purpose system. The cost accounting of private power 
companies is quite irrelevant to the solution of the problem and in the revision 
of circular No. A-47 this feature might well be eliminated. 

With special reference to the 15 percent excess capacity limitation (sec. 21, p. 
22) this is not objectionable so long as it is applied with judicious regard for 
practical circumstances. Generally, by proper staging and timing this problem 
can be dealt with effectively inside the 15 percent limitation. But if the physical 
conditions in a given project create one of those all-or-none dilemmas, from 
which there is no escape except by exceeding this limitation or foregoing the 
installation altogether, then the agency in charge should be free to exceed the 
15 percent limit if the long-range public interest justifies it. The important 
issue is the comprehensive, long-range planning of the development so as to 
maximize total value, and the 15 percent rule should be judged according to 
its practical contribution to the attainment of this objective. 


RECREATION 


Present arrangements for the inclusion of recreational features in multiple- 
purpose projects are quite unsatisfactory and inadequate. These recreational 
values are very important—far more important than the action agencies realize ; 
and they tend to increase rapidly with growth of population, industrialization, 
urbanization, leisure time, and with improvements in transportation. In fact, 
where such projects are located in reasonable proximity to large urban-industrial 
centers the recreational value becomes one of the most important of all values. 
Merely because recreational values are so generally intangible, diffused and non- 
reimbursable is no excuse for denying their existencce or their social significance. 
Neither can the Federal Government wash its hands of the problem, deny its 
responsibility, or abdicate this responsibility to State and local governments. 
When the Federal Government undertakes the comprehensive, multiple-purpose 
development of a river basin it automatically assumes responsibility for the 
exploitation of all the values in the river—including recreation. Recreation 
facilities should be built into the integrated plan at the very beginning. 

This does not mean, as some suppose, that the Federal Government is thereby 
entering “the recreation business” or committing itself “‘to provide recreation” 
for the people. Not at all. What it does suggest is that the Federal Govern- 
ment assume responsibility for the basic planning and for the reservation of 
strategic areas having value for recreational purposes. If this is done experience 
indicates that States, cities and private recreational organizations will quickly 
assume responsibility for the construction of auxiliary facilities and the manage- 
ment of recreational activities. Thus, the role of the Federal Government is 
confined to basic planning, reservation of strategic areas, and leadership in 
assisting local agencies, both public and private, to provide a valuable service 
which otherwise would be beyond their power. The Budget Bureau can render 
a great public service by insisting that the planning and construction agencies 
include in proposed projects provision for recreational facilities. 
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POLLUTION ABATEMENT 


The continued pollution of our rivers by the discharge of untreated domestic 
and industrial wastes is a national scandal. Of all the uses to which a river 
may be put this yields the lowest value. When a river is used as an open sewer a 
private value accrues to those who so use it; they can dispose of their wastes 
at minimum cost. But, they gain this private value by doing incalculable dam- 
age to millions of others who are thereby denied use of the river for far more 
valuable purposes. On balance, then, the private value that accrues to a few 
is far outweighed by the social losses of the many. The Nation as a whole suffers 
an enormous loss. 

The tragedy of this situation is that we have the technical knowledge and the 
capital resources to eliminate stream pollution if we could only devise the neces- 
sary institutional arrangements. It is at this critical juncture that the new 
concept of multiple-purpose development offers hope for a practical solution of 
the problem. If a river is to be developed for maximum value on a multiple- 
purpose basis pollution must be eliminated for it defeats and nullifies the basic 
objective. The total value of a river for all beneficial purposes, obviously, can- 
not be maximized if it is dedicated to, and preempted by, the lowest-value use 
possible. This low-value use must be eliminated if the technical level of utiliza- 
tion is to be raised. Provision for doing this should be incorporated into, and 
made an integral part of, comprehensive river basin plans. 

Cireular No. A-47 makes no provision for dealing with stream pollution abate- 
ment. It sets up no criteria by which proposed projects are to be judged in 
terms of their contribution to the solution of this problem. The implication of 
section 20, pp. 21-22, is that this is a local responsibility for which the Federal 
Government will make no provision except as full reimbursement is guaranteed 
by local governments. This approach is a negative one and provides no assur- 
ance of positive action. Reimbursement is important, to be sure, but it is no 
substitute for original planning. The emphasis of the Bureau might well be 
shifted from concern with repayment to a critical review of agency proposals 
in terms of what they contemplate doing about stream pollution. In this way 
the Bureau might exert some pressure on them to include this important function 
in their planning. 


Mr. Jones. Mr. Seymour Burton. 


STATEMENT OF SEYMOUR BURTON, VICE PRESIDENT, MATERIAL 
SERVICE CORP., CHICAGO, ILL. 


Mr. Burron. My name is Seymour Burton. I am a vice president 
of Material Service Corp. in Chicago. Our company is the largest pro- 
ducer and distributor of sand, gravel, stone and other building mate- 
rials in the United States, We have twenty yard and plant locations 
on the Illinois Waterway. We operate, at the present time, 90 barges 
and 7 towboats. We have 10 more barges and 1 towboat now under 
construction. We move in excess of 3 million tons per year of our 
commodities on the Illinois Waterway. 

Our company has been in existence for over 30 years. From the 
beginning, the theory of our operation has been the transportation of 
building materials on the Illinois Waterway to keep the cost down and 
to deliver low-cost commodities to the consuming market so that they 
can be sold cheaply. 

The history of the economic growth of the Midwest has included the 
location of industries close to water transportation wherever possible. 
To impose tolls or user taxes on such industries for use of these facilities 
would work severe hardship and be contrary to the historic policy 
applicable to the area dating back to the Northwest Ordinance of 1787, 
and the established policy of the Congress of the United States that 
the navigable waters of this countr y shall always remain free. 
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This is not merely the advocacy of the status quo, but it is a matter 
of keeping faith with industry, agriculture, and the communities 
whose existence and growth depend upon the free use of the waterway. 

There is no more logic to the imposition of tolls or taxes on the use 
of the inland waterway than there would be for tolls on the use of 
coast ports, and channels, coastwise shipping, Great Lakes shipping; 
and foreign shipping. Such a policy would discriminate un airly 
against the users of the inland waterways. 

The Illinois Waterway provides facilities for (a) flood control, 
(6) water supply, (c) sewage disposal, as well as a waterway for com- 
merce and national defense. The cost of maintenance of the Illinois 
Waterway is only to a limited extent applicable to use for navigation 
by private industries, and it is submitted that it would almost be im- 
possible to assess equitably that portion of the maintenance cost which 
should be borne by private industry, using the waterways. 

It is our firm conviction that the imposition of tolls or user taxes for 
the use of these waterways would be a disservice to this area and to the 
United States. 

It should be kept in mind that the heavy industries have made very 
large and substantial investments in properties and in designing and 
giving thought to their location from the standpoint of the avail- 
ability of water transportation. In most cases in which a decision was 
made to locate on a waterway, that was done at a greater initial cost, 
anticipating that that would be recovered in the form of cheaper 
transportation, as the growth of the particular industry progressed. 
It goes without saying that the consuming public and the areas that 
are served benefit and profit from such an agreement. To make a 
drastic change, such as the imposition of a tax or toll or user fee, or 
tax on the use of the waterways, would in a large sense penalize these 
investments, which are extremely substantial, and would be to a great 
extent in the nature of an ex post facto situation, or the changing of 
the rules in the middle of the game. 

I submit to you folks that this is a matter which should receive grave 
consideration before such a change should take place. 

Mr. Jones. Thank you very much, Mr. Burton. Are there any 
questions ? 

(No response. ) 

Mr. Jones. Thank you, sir. 

Mr, Lawrence Fenlon of the Sanitary District of Chicago. 


STATEMENT OF LAWRENCE J. FENLON, PRINCIPAL ASSISTANT 
ATTORNEY, METROPOLITAN SANITARY DISTRICT OF GREATER 
CHICAGO 


Mr. Fenton. Mr. Chairman and members of the committee, my 
name is Lawrence J. Fenlon. I am the principal assistant attorney 
of the Metropolitan Sanitary District of Greater Chicago, which is 
the new name of the Sanitary District of Chicago as of the Ist of 
November. 

My purpose here is merely to present to the committee some of the 
factual background relative to the canals of the sanitary district that 
have been taken over by the Federal Government, first in connection 
with the Illinois River project and then the Calumet-Sag project. 
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In 1910 the War Department issued a permit to the Sanitary Dis- 
trict of Chicago for the construction of the Calumet-Sag Canal. Con- 
struction work was started in 1911 and water turned into the canal 
on August 25, 1922. Its purpose was to reverse the direction of the 
current of the Little Calumet River to prevent the normal sewage 
flow from the area south of 87th Street, Chic ago, from discharging 
into Lake Michigan and thereby contaminating the ¢ ity water supply. 
The total length of the Calumet-Sag Canal is 16.2 miles. The total 
cost was $14,175,000. 

There was $1,600,000 additional expended in connection with the 
rivers connected thereto. 

The Calumet-Sag Canal was constructed pursuant to the 1903 act 
of the Legislature, whic h enlarged the « “Orpor ate limits of the sanitary 
district to include the Calumet area, and other territory, and author- 
ized the construction of additional ch: innels for such drainage and 
sewage. 

Section 3 of said 1903 act provided: 

FREE NAVIGATION PROVIDED For—RULes or UNITED STATES GOVERNMENT To 
APPLY—SPEED OF VESSELS. 

§3. Said sanitary district shall permit all watercraft navigating or purposing 
to navigate said Illinois and Michigan Canal to navigate the water of all said 
channels of said sanitary district promptly, without delay and without payment 
of any tolls or lockage charges for so navigating in said channels. ‘The rules 
of the United States Government now in force, regulating navigation on the 
channels of said sanitary district of Chicago: Provided, however, that the speed 
of all vessels while passing through the earth sections shall not exceed eight (8) 
miles per hour. (Ch. 42, par. 363, 1953 Ill. Rev. Stats, Ill. Bar Ed.) 

The 71st Congress, by the River and Harbor Act of July 3, 1930 
Public Law 520 (H. R. 11781), established the Illinois Waterway, 
including the main channel and the Calumet-Sag Channel, as Federal 
navigable waterways, pursuant to Senate Document No. 126, 7ist 
Congress, 2d session, hereinafter referred to. 

In September 1930, following the enactment of the above legislation, 
the War Department notified the Sanitary District of Chicago its 
main channel and the Calumet-Sag Channel were being taken over 
for navigation control purposes. Since that time the Federal Gov- 
ernment has maintained these channels for n: avigation. 

On December 24, 1931 (p. 2462 of the 1931 proceedings) the board 
of trustees, at the request of the United States district engineer, 
adopted a resolution relative to the proposed Federal widening of 
the Calumet-Sag Channel, and agreed to cooperate in granting the 
needed right-of-way, etc., on the south side of the Calumet-Sag 
Channel owned by the sanitary district. 

On September 17, 1934 (p. 1720 of the 1934 proceedings) the board 
of trustees, at the request of the Federal Emergency Administrator 
of Public Works, adopted a resolution eee to grant easements to 
the United States through such of its lands embraced in the right-of- 

way of the Calumet-Sag Channel as would be necessary for the widen- 
ing and construction of said channel as planned by the United States 
engineers. 

On December 30, 1954, at the request of the district engineer, the 
board of trustees adopted a resolution granting to the United States 
easements through such of its lands embraced in the right-of-way of 
the Calumet-Sag Channel on its south side from Sag Junction to 
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96th Avenue, as will be necessary for the widening, construction and 
maintenance, including access for maintenance of the Sag Channel 
as planned by the Corps of Engineers, United States Army, and de- 
scribed in House Document No. 677, 79th Congress, 2d session, sub- 
ject, however, that the Sanitary District of Chic ago retains title, 
ownership and jurisdiction of its said right-of-way, including the 
canal bed and both sides of the canal banks. 

In addition to the land we not only own and have given easements 
on, but the sanitary district has a half a million dollars for acquiring 
additional lands for the widening and soil-disposal areas. 

This statement I have prepared here refers to the action of the 
Senate committee. 


CONGRESSIONAL ACTION 


The Senate Committee on Commerce (71st sess.) on November 29, 
1929, adopted the following resolution : 


Resolved by the Committee on Commerce, United States Senate, That the 
Board of Engineers for Rivers and Harbors, created under section 3 of the 
River and Harbor Act of June 13, 1902, be, and is hereby requested to review 
the report submitted in House Document 112, and the report submitted in 
House Document 220, 56th Congress, 2d session, with a view to the extension 
of free navigation with a 9-foot depth from Utica, Ill., to Lake Michigan. 


Pursuant to this resolution, the War Department’s district engineer 
at Chicago, December 20, 1929, and the division engineer at St. Louis, 
December 26, 1929, after an exhaustive study and report, recommended 
to the Chief of Engineers, United States Army, as follows: 


(a) Extension of the authorized project on the Illinois River—That the 
authorized project for the improvement of the Illinois River below Starved 
Rock, near Utica, be extended via the course of the Illinois River, Marseilles 
Canal, Des Plaines River, and thence modified so as to provide minimum 9-foot 
depths of the present width in the following existing canals and rivers; via 
the main sanitary canal to the West Fork of the South Branch of the Chicago 
River, and via the Sag Canal and the Little Calumet and Calumet Rivers to 
turning basin No. 5, including all appurtenances and auxiliaries thereof useful 
and necessary for the purpose of navigation. 

(b) Connected waterway effected—That the unexpended and unobligated 
balance of the appropriation of $20 million by the State of Illinois remain avail- 
able for immediate expenditure under the direction of the Chief of Engineers 
and the Secretary of War in the completion of the unfinished works as planned 
by the State in the reach Starved Rock near Utica to the locks at Lockport, known 
as the Illinois State Waterway, and that no expense to the United States be 
incurred for the occupation of the rights-of-way pertaining to the Illinois Water- 
way or for the utilization of the completed and uncompleted locks and dams and 
other works of navigation on said waterway; that in order to expedite the com- 
pletion of the waterway and its utilization for free navigation with a 9-foot 
depth between the Mississippi River system and the Great Lakes, the Chief 
of Engineers and the Secretary of War, if it be found advantageous to the 
United States to do so, may accept from the State of Illinois the uncompleted 
portions of current contracts and other valid obligations of the State, and 
may also accept or acquire such equipment, machinery, or other things useful 
and necessary for the completion of the waterway or its subsequent operation 
as may have been purchased or ordered by the State for such purposes, it 
being understood that such taking over, acceptance, or acquisition on quantum 
meruit basis is hereby specifically authorized, notwithstanding the requirements 
of existing law as to contract advertisement and competitive bidding; that the 
settlements in accordance with the spirit of this provision be subject to the 
approval of the Comptroller General of the United States; that the connected 
waterway thus effected by cooperation between the United States and the State 
of Illinois be recognized as navigable waters of the United States, and subject 
to the laws of the United States affecting navigable waters. 
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(c) Appropriation—That the sum of $7,500,000 be appropriated, and so much 
thereof as may be necessary, made available and expended at the pleasure and 
discretion of the Secretary of War by the Chief of Engineers for the completion 
of such waterway. 


This statement submits the request from the then Secretary of War, 
Patrick Hurley, to the Attorney General, relative to the propriety and 
legal right of the Federal Government to take over these waterw ays, 
including the sanitary district channels, which were artificial channels. 

On February 6, 1930, the Secretary of War submitted a request to 
the Attorney General for an opinion, as follows: 


War DEPARTMENT, 
Washington, D. C., February 6, 1930. 
The ATTORNEY GENERAL. 

Dear Mr. ATTORNEY GENERAL: At the request of a committee of Congress this 
Department is now engaged in a review of the reports submitted in House Docu- 
ment No. 112, and House Document No. 220, 56th Congress, 2d session, with a 
view to the extension of the free navigation with a 9-foot channel from Utica, 
Ill., to Lake Michigan. This would link up the Mississippi waterway system 
with the Great Lakes. Such extension contemplates the use of improvements 
on the upper Illinois River and the Des Plaines River, constructed or being con- 
structed by the State of Illinois, and commonly referred to as the Illinois State 
Waterway, and certain drainage canals constructed by the Chicago Sanitary 
District. The status of these local improvements is briefly as follows: 

The Sanitary District of Chicago, an independent overlying political subdivi- 
sion of the State, including the whole of the city of Chicago and 49 other cities 
and villages of the State of Illinois, has purchased the right-of-way and con- 
structed a canal, known as the main drainage canal, from the West Fork of the 
Chicago River to the Des Plaines River at Lockport, Ill. Another canal, known 
as the Calumet-Sag Channel, was also constructed connecting the main drainage 
eanal with the Little Calumet River, and thence with Lake Michigan. These 
canals were constructed primarily for sanitary purposes but their use for navi- 
gation was contemplated and they were provided with movable bridges and with 
small locks in the dam at Lockport and at the head of the Calumet-Sag Channel. 
The sanitary district expended about $50 million on the portions of this work 
which are useful for navigation. The district has also made navigation improve- 
ments in the South Branch and West Fork of the Chicago River connecting this 
canal with the United States navigation project in the Chicago River, and also 
in the portions of the Little Calumet and Calumet Rivers, connecting the Calu- 
met-Sag Channel with the United States improvement in the latter streams. 

The State of Illinois, by an amendment of its constitution adopted in 1908, 
authorized the issuance of bonds and the expenditure of the sum of $20 million 
in the construction of a waterway between Lockport and a point on the Illinois 
River near Utica, which is the head of the existing United States improvement 
on that river. This State project involves dredging and the construction of dams 
and large locks in the navigable Illinois and Des Plaines Rivers, and also the 
construction of two short marginal canals and a large lock connecting with the 
main drainage canal at Lockport. At least two of the locks are built on land 
at some distance from any natural navigable waters. The State has expended 
about $14,500,000 on the construction of this project, which is now less than 
three-quarters complete. It is estimated that the completion of the project will 
cost about $13 million, or $7,500,000 more than is at present available to the 
State. 

The completion of this project in connection with the canals of the sanitary 
district previously referred to and with certain United States projects will open 
the way for the movement of waterborne commerce between the Great Lakes 
and the Mississippi River. This project has not, as yet, received congressional 
authorization. 

I am informed that under the constitution of the State of Illinois the State 
cannot expend any money in excess of the $20 million authorized by the amend- 
ment of 1908 on this project, cannot operate or maintain said waterway, and 
cannot convey title to the right-of-way and real estate connected therewith to 
the United States. It appears that amendment of the constitution in any or all 


of these respects would require elaborate procedure, including a referendum, 
estimated to consume at least 3 years. 
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Certain parties deeply interested in the early completion of the waterway, 
are urging the Department to recommend that the United States enter upon the 
uncompleted section of the waterway, now under improvement by the State of 
Illinois, and expend $7,500,000 of Federal funds to complete it. These parties 
announce that if the United States will do this, that the present State authorities 
would permit the United States to occupy and use the land and structures per- 
taining to the State waterway perpetually, and would grant to the United States 
the power rights on the completed system and other valuable considerations to be 
specified in an agreement between the State of Illinois and the United States, and 
would expend remaining funds under the direction and supervision of the Secre- 
tary of War. They desire that the Federal Government maintain, operate, and 
control the waterway after its completion, and that it be brought under the 
protection of the laws regarding navigable waters of the United States. 

In its study of the situation, the Board of Engineers for Rivers and Harbors is 
not assured of the legal consequences which would result from the Federal occupa- 
tion of the Illinois State Waterway without amendment of the constitution of 
the State of Illinois. It is, therefore, considered necessary in the administration 
of this Department to know whether, upon the adoption of a Federal project for 
a waterway from Utica to Lake Michigan, including the Illinois State Waterway, 
in advance of an amendment of the constitution of the State of Illinois and formal 
transfer of title by the State of Illinois to the United States, the said waterway 
from Utica to Lake Michigan, including the structures pertaining thereto, would 
be subject to the complete control of the United States and to the Federal laws 
for the protection and preservation of navigable waters, and whether the public 
would be assured of the perpetual right of free navigation thereof. Inasmuch as 
there are questions of law, I shall appreciate your advice concerning them. 

Sincerely yours, 
Patrick J. Hurry, Secretary of War. 


The Attorney General, pursuant to this request, rendered an opinion 
with the following conclusions: 


First. That in dealing with this problem and having in mind the fact that 
the Illinois constitution may never be amended, and that no State officers may 
ever be authorized to relinquish this waterway to the United States, we must 
assume that the powers of the United States are limited to those which it may 
exercise under the Constitution without the consent of the State. 

Second. That with respect to those parts of the waterway under consideration 
which are navigable streams improved by the State, the powers of Congress are 
plenary, and without any amendment to the constitution of Illinois or any per- 
mission from the State, the United States, under appropriate acts of Congress, 
may take complete control over the improvement of navigation and its regula- 
tion, and provide for and insure to the public perpetual, free navigation. 

Third. That as to those parts of the waterway which are entirely artificial, 
Congress may provide for improvement and control of navigation and for the 
regulation and control thereof, so as to insure to the public the right of naviga- 
tion, and to take such action as may be necessary to prevent interference with 
or obstruction to navigation, but probably subject to the qualification that with- 
out the consent of the State it cannot be deprived of reasonable compensation for 
the use of its property. 


On March 19, 1930, the Governor of Illinois (Gov. Louis L. Emmer- 
son) addressed a letter and submitted a brief to the Secretary of War 
in support of the actions recommended and stated in part: 


In view of the national importance of the proposed waterway from the Great 
Lakes to the Gulf, with connections afforded with other reaches of the proposed 
system of inland waterways, and of the vital necessity for completing and open- 
ing for navigation the so-called Illinois Waterway section hereinbefore described, 
and in consideration of the dedication to the Federal Government and the Nation 
for free use for navigation in said inland waterway, of the useful and usable con- 
struction provided by the State of Illinois and the Sanitary District of Chicago, 
at a joint expense of over $90 million, a cost which the Government of the United 
States would have had to assume in order to open said waterway had the con- 
struction hereinbefore referred to not been carried to its present state of com- 
pletion by the State of Illinois, and in view of the further fact that the State of 
Illinois is without sufficient balances in its bond issue waterway fund to complete 
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the Illinois waterway and cannot appropriate additional funds for that purpose, 
except by constitutional amendment, a slow and uncertain process, and in view 
also of the fact that said waterway, when completed, will be a national highway 
for waterborne commerce of the Nation, I respectfully urge, on behalf of the State 
of Illinois, that the Federal Government do, without delay, by appropriate act 
of Congress, authorize the adoption and federalization of the whole of said water- 
way, and appropriate for, and authorize its immediate completion by the Federal 
Governemnt. 


On April 1, 1930, the War Department, Board of Engineers for 
Rivers and Harbors, recommended to the Chief of Engineers, United 
States Army, who in turn on April 3, 1930, recommended to the Senate 
Committee on Commerce of the 71st Congress, in part, as follows: 


After due consideration of these various reports, I am of the opinion that 
there should be a Federal waterway as the connecting link between the Mississippi 
River system of waterways and the great Lakes system via the Illinois River, the 
Des Plaines River, the Chicago River and certain waterways improved or under 
improvement by the State of Illinois and the Sanitary District of Chicago or other 
political subdivisions of the State, and that such waterway should have a depth 
of 9 feet. To this end, based on proposals and assurances contained in the 
letter of the Governor of Illinois, and subject to the opinion rendered by the 
Attorney General of the Untied States, 1 recommend that the existing project 
for the improvement of the Illinois River be extended to provide for a navigable 
depth of not less than 9 feet from the head of the present Federal project on the 
Illinois River to the heads of the Federal projects on the Chicago and Calumet 
Rivers, the portion between Utica, Ill., and the forebay of the powerhouse of the 
Sanitary District of Chicago near Lockport, Ill, to be secured by means of dams, 
locks, lateral canals, and dredging. in general accordance with the present plans 
of the State of Illinois for the construction of the so-called Illinois Waterway, at 
an estimated cost to the United States of $7,500,000 with $223,000 annua'ly for 
maintenance and operation, and the portions north and east from the forebay of 
said powerhouse to be secured by utilization of the existing system of improved 
waterways constructed by the Sanitary District of Chicago in which depths now 
exist considerably in excess of 9 feet, subject to the following provisions: 

(a) That the project thus adopted shall be in all its parts a navigable water- 
way of the United States, forever free to the public use of all, unencumbered by 
any tolls or restrictions of any kind whatsoever except such as may be imposed 
by Congress. 

(b) That the State of Illinois shall proceed, subject to the supervision and 
approval of all expenditures and obligations by the Secretary of War, to construct 
the highway bridges at the Brandon Road and Marseilles Canal, to make the 
necessary alterations in other highway bridges across the Illinois Waterway, to 
make the necessary arrangements and agreements for the alterations of the rail- 
road bridges across said waterway, and to do such other work on said waterway 
as the Secretary of War shall direct and the available funds of the State make 
possible; the bridges mentioned not to become the property of the United States, 
and no obligations to be incurred by the United States to maintain, operate or 
replace them. 

(c) That no claim shall lie against the United States because of any con- 
tractual obligations which have been or may be entered into by the State of 
Illinois as regards the construction of a waterway between Utica and Lake 
Michigan. 

13. As shown by the estimates prepared by the district engineer the 9-foot 
channel heretofore adopted by Congress can be secured by various flows of 
water, even as low as 1,000 cubic feet per second. Decreasing the flow increases 
the dredging but not in any serious amount. 


The 71st Congress, 2d session, pursuant to the above recommenda- 
tions, in the Rivers and Harbors Act of July 3, 1930, extended the 
Federal navigation project in the Illinois River up through the Ili- 
nois Waterway and on through the main channel and Calumet-Sag 
Channel of the Sanitary District of Chicago to connect with the Fed- 
eral navigation projects in the Chicago and Calumet Rivers, and 
appropriated $7,500,000 to complete the Illinois Waterway. 
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In September 1930, the United States district engineer, at Chicago, 
officially notified the Sanitary District of Chicago that under the 
aforesaid River and Harbor Act of July 3, 1930, the Calumet-Sag 
Channel was navigable water of the United States. The Federal 
Government has since maintained the channel. 


RIGHTS ACQUIRED BY THE FEDERAL GOVERNMENT IN THE MAIN CHANNEL 
AND CALUMET-SAG CHANNEL OF THE SANITARY DISTRICT OF CHICAGO 
BY THE RIVER AND HARBOR ACT OF JULY 3, 1930 


In the case of Sanitary District v. Rhodes (386 Tl. 269 C1948)) 
involving the liability of the Sanitary District of Chicago for taxes 
levied on its main channel in Lockport and Du Page Tow nships, in 
Will County, the sanitary district contended such property was ex- 
empt from taxation as the channel was a Federal navigable wa‘erway, 
under the complete control of the Federal Government, and the sani- 
tary district had no property right in this channel, since the adoption 
of the River and Harbor Act of July 3, 1930. 

Our Supreme Court rejected this contention and held in effect that 
the congressional act of 1930 did not vest in the Federal Government 
title to the bed of the channel, but only gave them control incidental 
for the purposes of navigation. 

The Court in its opinion, page 275-276, recited the events leading 
up to the taking over of the Illinois Waterway for completion and 
the sanitary district channels, by the Federal Government, and the 
control thereafter exercised by the War Department, as follows: 


With $7,500,000 appropriated by the Federal Government, in addition to the 
funds remaining on hand with the State of Illinois, the Des Plaines and Illinois 
Rivers were dredged to a depth of 10 feet and the necessary facilities constructed 
whereby the Illinois waterway became a reality in 1932. Since that time the 
War Department has supervised navigation throughout the entire length of the 
sanitary district channel as well as the Illinois Waterway. It does the neces- 
sary dredging and has installed navigation aids on all bridges and at other 
appropriate places. It has built, or required the sanitary district to build, 
fences 12 to 15 feet from each edge of the channel and around the locks and 
powerhouse. It prohibits the sanitary district from leasing or selling land adja- 
cent to the channel without first obtaining a permit. Its consent is also required 
when any sewer or drain connection is made by an adjoining community. The 
War Department also specifies the water levels to be maintained in the channel 
and manipulates the flow when extraordinary measures are necessary to allow 
the passage of a particular boat. From 1930 to 1940, traffic over the channel 
and waterway increased from 92,228 tons to 4,668,712 tons. As a result of these 
elements of control exercised by the Federal Government, together with the 
acknowledged use of the sanitary district channel as a link in what has become 
an international waterway, appellant submits that the prism of the channel is 
exempt from the taxes in question. 


The Court concluded on this phase: 


The elements of Federal control are no more conclusive in our opinion. On 
this point we again allude to section 24 of the original Chicago Sanitary District 
Act which provided that the channel would become a navigable stream and that 
the “General Government shall have full control over the same for navigation 
purposes.” Later, in the 1903 act’enlarging the district, section 3 thereof stated: 
“The rules of the United States Government now in force, regulating navigation 
on the Chicago River shall govern navigation on the channels of said Sanitary 
District of Chicago: * * *” (Tll. Rev. Stat. 1948, chap. 42, par. 363). The 
other acts of the War Department, more specifically enumerated hereinabove, are 
merely incidental to its control of navigation as granted by the legislature and 
reaffirmed by Governor Emmerson when he solicited the aid of the Federal 
Government. (Sanitary District v. Rhodes, 386 Ill. 269.) 
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The opinion of the Attorney General of the United States, herein- 
above referred to, while recognizing the right of the Federal Govern- 
ment to take over ‘for the purpose of | navigation control of the artificial 
waterways of the sanitary district, also recognized that the United 
States could not— 


take possession of it, appropriate it, exclude the owner, and deprive the latter 
of his investment or any return upon it. 


That part of the Attorney General’s opinion is as follows: 


Some parts of this system appear to be wholly artificial, constructed with State 
funds, and as to them the question arises whether the United States may take 
over complete possession and control of an artificial highway constructed by a 
State and appropriate the State’s investment without the payment to it of any 
compensation or consideration. It has been shown that notwithstanding a 
waterway is artificial and built by a State, commerce and navigation on it are 
subject to Federal regulation and control, and it is subject to the maritime and 
admiralty jurisdiction of the United States. The authorities have not gone to 
the extent of holding that complete possession and control of such artificial 
waterways may be taken over from a State and the State deprived of its invest- 
ment and of any return thereon without its consent. It may be that Illinois, as 
owner of the canal property built in part with State funds, could charge reason- 
able tolls to vessels passing through them. In such case, no doubt, Congress 
could regulate the charges. (See 33 Op. 428.) It is not apparent that the State 
is in any worse position than a public service corporation which builds an arti- 
ficial waterway under a State charter. Although such an artificial waterway, 
if a highway of interstate commerce, would be subject to regulation by Congress 
and its waters would be within the admiralty jurisdiction, it does not follow that 
the United States could take possession of it, appropriate it, exclude the owner, 
and deprive the latter of his investment or any return upon it. 


For the past 25 years, while the Federal Government has main- 
tained the main channel and the Calumet-Sag Channel, and exercised 
other actions incidental to its control of navigation, it has at no time 
assumed that title to the bed of the channels, or their banks, was 
vested in the Federal Government by reason of the congressional act 
of 1930 or any subsequent actions by the State of Illinois or the Sani- 

tary District of Chicago. 

In view of these facts, and the opinion of our Supreme Court in 
Sanitary District v. Rhodes (386 Tl. 269), title to the Calumet-Sag 
Channel and, of course, to the main channel, remains in the Sanitary 
District of Chicago, subject to the exercise of the right of the Federal 
Government to such control as is necessary for navigation. 

The resolution adopted by the board of trustees on December 30, 
1954, granting easements to the United States for the widening of 
the Calumet-Sag Channel, specifically provided : 
that the Sanitary District of Chicago retains title, ownership, and jurisdiction 
of its said right-of-way, including the canal bed and both sides of the canal banks. 

From time to time the question is raised as to whether or not 
the sanitary district could charge tolls for the use of its channels. 
The opinion of the Attorney General in 1930 stated : 


It may be that Illinois— 


referring to the Metropolitan Sanitary District of Chicago, which 
is a subdivision of the State— 


as owner of the canal property built in part with State funds, could charge 
reasonable tolls to vessels passing through them. In such case, no doubt, Con- 
gress could regulate the charges. * * * 
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In view, however, of section 24 of the original Sanitary District 
Act, which provided that the channel would become a navigable 
stream and that the “General Government would have full control 
over the same for navigation purposes,” and especially in view of the 
specific provisions of section 3 of the 1903 act, which provided : 


Said sanitary district shall permit all watercraft navigating or purposing to 
navigate said Illinois and Michigan Canal to navigate the water of all of said 
channels of said sanitary district promptly, without delay and without payment 
of any tolls or lockage charges for so navigating in said channels. * * * 


it would appear clear that the Sanitary District of Chicago is pre- 
cluded from charging tolls for vessels using its channels. 

I have submitted this statement on behalf of the Sanitary District 
of Chicago in the hopes that this historical background may be of 
some benefit to your committee. I will be happy to answer any ques- 
tions if any members of the committee desire to ask them. 

Mr. Jonus. Are there any questions ? 

(No response. ) 

Mr. Jones. Thank you very much, Mr. Fenlon. 

Without objection, the resolutions submitted by Mr. Fenlon will be 
made a part of the record at this point. 

(The resolutions are as follows :) 


RESOLUTION 


(December 24, 1981, p. 2462, 1931 proceedings ) 


Whereas the provisions of the Rivers and Harbors Act approved by the Con- 
gress of the United States July 3, 1930, authorized the Secretary of War to cause 
a preliminary examination and survey of the Calumet-Sag Channel with a view of 
providing a connection with and terminal transfer harbor for the waterway from 
Chicago to the Mississippi River ; and 

Whereas such examination and surveys have been completed by a special 
Board of Engineers and said Board is ready to make its report and recommenda- 
tions, and whether or not this recommendation will be favorable to said under- 
taking depends in part upon the attitude of the interests affected thereby and 
their willingness to cooperate with the Government in having said waterway and 
harbor completed ; and 

Whereas the Sanitary District of Chicago is the owner of an extensive right- 
of-way adjoining and adjacent to said Calumet-Sag Channel on its south side 
and the construction and maintenance of said waterway will require its use by 
the Government and it also requires alterations of the bridges across said channel 
as well as its banks and retaining walls and the construction of a new lock; and 

Whereas construction work necessary for widening said channel, building said 
harbor, rebuilding bridges, and all other construction work appurtenant to and 
required for the completion and operation of said waterway will be performed 
without expense to the Sanitary District of Chicago; and 

Whereas the said Board of Engineers acting through W. C. Weeks, colonel, 
Corps of Engineers, district engineer, has requested the sanitary district to grant 
the Government the rights above outlined and to deed to the Government a portion 
of said right-of-way for the purposes stated : Now, therefore, be it 

Resolved, That this board hereby declares that it is heartily in favor of the 
construction of said waterway and harbor as an artery of commerce and is of 
the opinion that it will greatly enhance the value of the remaining lands of the 
sanitary district along said Calumet-Sag Channel and its main channel, and this 
board will in every way cooperate in making said waterway a success, provided, 
however, said waterway and harbor are so constructed and operated as not to re- 
duce the efficiency of operation of the sanitary district channels as authorized; 
and be it further 

Resolved, That this board insofar as it legally can, will pass such ordinances 
and orders as are necessary to carry into effect the request of said Board of 
Engineers and does hereby recommend that the General Assembly of the State of 
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Illinois pass such enabling legislation as is necessary to carry into effect the 
project of the Government above outlined. 


RESOLUTION 
(September 17, 1934, p. 1730, 1934 proceedings) 


Whereas it is our understanding that the Federal Emergency Administrator 
of Public Works has under consideration the earmarking of the sum of $2,814,500 
for the purpose of widening and dredging the Little Calumet River and the 
Sanitary district’s Sag Channel; and 

Whereas in a letter dated February 23, 1934, addressed by the Administrator 
of Public Works to the mayor of Chicago, he stated in part that: 

“I have been considering for some time the matter of the river and harbor 
improvement in the Calumet River in Cook County, II1., and I have finally decided 
that we might approve the project if the city can satisfy the Secretary of War 
that it has title to all the land necessary to carry out its portion of the project 
as well as that portion of the work to be carried on by the Army engineers. 

“More specifically this condition involves the following: 

“(1) Local interests must furnish to the United States, free of cost, all lands 
and easements necessary for the execution of the project. 

(2) Satisfactory evidence must be presented to the Secretary of War that 
the 20 movable bridges across the sanitary canal will be placed in operating 
condition, or otherwise satisfactorily altered” ; and 

Whereas it is furthermore our understanding that not all of the conditions 
specified in the Public Works Administrator’s letter of February 23, 1934, will 
be insisted upon as a condition precedent to the releasing of said earmarked fund 
of $2,814,500; and 

Whereas it is our understanding that the only requirements presently to be 
insisted upon to be performed by the Sanitary District of Chicago are (1) to grant 
an easement through such of the necessary right-of-way lands needed for the 
widening of the Calumet-Sag Channel as are now owned by the sanitary district, 
and (2) to install operating machinery on the bridge of the Atchison, Topeka & 
Santa Fe Railway Co. at Lemont so as to make said bridge movable, and to pro- 
vide for the operation of and maintenance of said bridge ; and 

Whereas on or about the 25th day of May 1896, the sanitary district entered 
into an agreement with the Atchison, Topeka & Sante Fe Railroad Co. (now 
known as the Atchison, Topeka & Santa Fe Railway Co.) for the purpose of ac- 
quiring a right-of-way across the railway company’s property at the site of the 
existing bridge at Lemont and to avoid the necessity for condemnation, by the 
terms of which, among other things, the sanitary district agreed to construct a 
bridge at said site and if it so elects to furnish and install the machinery in order 
to make said bridge movable and to capitalize the cost of the same and of the 
maintenance thereof, which agreement is in full force and effect as modified by 
a certain supplementary agreement between said parties; and 

Whereas the board of trustees of the Sanitary District of Chicago desire to co- 
operate, insofar as it may legally do so, with all other public authorities in ad- 
vancing and promoting the improvement of the lakes-to-the-gulf waterway but 
at the present time has no funds available for the purpose of carrying out the re- 
quest of the Public Works Administrator: Now, therefore, be it 

Resolved by the board of trustees of the Sanitary District of Chicago, That it 
will grant to the United States of America easements through such of its way 
lands embraced in the right-of-way of the Calumet-Sag Channel as will be neces- 
sary for the widening and censtruction of said channel as planned by the United 
States engineers; and be it further 

Resolved, That the board of trustees of the Sanitary District of Chicago hereby 
elects to make said bridge of the Atchison, Topeka & Santa Fe Railway Co. mov- 
able and comply with all the terms and conditions of the contract between the 
Sanitary District of Chicago and said railway company; and be it further 

Resolved, That the trustees of the Sanitary District of Chicago will use their 
best efforts to have incorporated in the appropriation ordinance for the fiscal 
year ending December 31, 1935, an appropriation sufficient to comply with the 
terms and conditions of the contract between the Sanitary District of Chicago 
and the Atchison, Topeka & Santa Fe Railway Co. so as to make said bridge of 


said railway company at Lemont movable. 
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RESOLUTION NEEDED FROM THE SANITARY DISTRICT OF CHICAGO BEFORE AN APPRO- 
PRIATION CAN Be OBTAINED FRoM CONGRESS FOR IMPROVING THE CALUMET-SAG 
NAVIGATION PROJECT 


(Adopted by Sanitary District of Chicago, December 20, 1954) 


Whereas Public Law 525, 79th Congress, 2d session, authorizes the improvement 
of the Calumet-Sag navigation project as described in House Document No. 677, 
same session; and 

Whereas the approval by the Congress of the United States is conditioned 
upon assurances from local interests that they will furnish, free of cost to the 
United States, all lands, easements, rights-of-way, and spoil-disposal areas neces- 
sary for the new work and for subsequent maintenance when and as required ; 
and 

Whereas the Sanitary District of Chicago is the owner of the Calumet-Sag 
Channel and an extensive right-of-way adjoining and adjacent to said Calumet- 
Sag Channel on its south side and the construction and maintenance of said 
waterway will require its use by the Government; and 

Whereas the board of trustees of the Sanitary District of Chicago desires to 
cooperate insofar as it may legally do so with the Corps of Engineers, United 
States Army, in advancing and promoting the improvement of the lakes to the 
gulf waterway : Now, therefore, be it 

Resolved by the board of trustees of the Sanitary District of Chicago, That 
it will grant to the United States of America easements through such of its way 
lands embraced in the right-of-way of the Calumet-Sag Channel on its south side 
from Sag Junction to 96th Avenue as will be necessary for the widening, con- 
struction, and maintenance, including access for maintenance of the Sag Chan- 
nel as planned by the Corps of Engineers, United States Army, and described in 
House Document No. 677, 79th Congress, 2d session, subject, however, that the 
Sanitary District of Chicago retains title, ownership, and jurisdiction of its 
said right-of-way, including the canal bed and both sides of the canal banks. 


Mr. Jones. Mr. Anderson. 


STATEMENT OF HARRY C. ANDERSON, VICE PRESIDENT, SOUTH 
DAKOTA RURAL ELECTRIC ASSOCIATION 


Mr. Anverson. My name is Harry Anderson from Lily, S. Dak. 

Page 11 of this prepared statement begins my testimony. I do not 
— to read it, but will hit a few spots to point up this thing a little 

it. 

I am an owner and operator of a farm near Lily, S. Dak., of over 
1,000 acres. At present I am vice president of the South Dakota 
Rural Electric Association, Huron, 8S. Dak.; vice president of the 
East River Electric Power Cooperative, Madison, $. Dak., a power 
cooperative that has 21 distribution members. 

I am serving in my seventh year as county commissioner in my 
county, and also a director and past president of a local REA project 
in Watertown, S. Dak. 

This power situation is something we in South Dakota are definitely 
concerned about. Our increase in power consumption is showing an 
increase of approximately 12 to 15 percent, and our studies and charts 
definitely show that by 1957 we will be looking elsewhere for power 
than from our present source, which is from the Missouri Basin. Fort 
Randall is our source of power at the present time. The Oahe Dam, 
located just north of Pierre, is the one we are greatly concerned about 
right now. It is under construction. The earth movement is near] 
half completed. Of the 78 million cubic yards that are to be moved, 
about 30 million yards have been moved. However, the percenta 
of completion is very low due to the power installations that are still 
required. 
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The Army engineers, or the Corps of Engineers, estimate or schedule 
is to have that completed by 1961. Usually their estimates, as they 
have been in the past, are always a little bit later. So there is a 4-year 
period in there where we are going to definitely be short in our area. 
We are concerned that this dam has not been moving along as rapidly 
as it possibly could. 

There have been statements several times by the Corps of Engineers 
that it could have moved more rapidly, had there been sufficient funds 
for that purpose. 

According to Engineer Wendell Johnson, appearing before the 
Missouri Basin Inter-Agency Committee in North Dakota on Novem- 
ber 3, 1955, the Corps of Engineers has little hope of meeting the target 
dates of 1958 for closure and 1961 for power production. 

He goes on to say: 

We are now working on $25 million for the fiscal year and will need 35 to 40 


million dollars each year, even to meet the present schedule. More recently we 
have faced the possibility we might have to defer power generation because of 
lack of funds. 

Johnson made these comments in reply to a question asked by Water 
Resources Engineer Joe Grimes of South Dakota. 

Our Governor, Joe Foss, has been very active and has asked the 
Bureau of the Budget to be sure and include sufficient funds. He has 
not specified any amount. Our congressional delegation have been 
wholeheartedly behind this Missouri River development. 

Now we have short seasons. I think only last week the activities had 
to cease because of the weather. There are still five more working 
seasons to meet the 1961 power production schedule. 

Some place in here he says it will take about $250 million to complete 
the project. So in order to get it completed on schedule, appropriations 
are going to need to be higher than they have been in the past. 

Then there is Fort Randall Dam below Oahe, probably 100 miles, 
roughly. I stand to be corrected on that. There is a problem of silta- 
tion also. Oahe Dam has a large reservoir, or it will have when it is 
completed. The life of Fort Randall Dam is dependent on Oahe. 

I would like to read this paragraph taken from Missouri Land and 
Water, a report of the Missouri Basin Survey Commission. With your 
permission I would like to file this report with your committee, but I 
would like to read this one paragraph to you: 

Elimination of Oahe would materially shorten the life of the Fort Randall 
Reservoir. Expected sediment inflow into Fort Randall is estimated at 25,200 
acre-feet per year with Oahe completed and 65,300 acre-feet per year without 
Oahe. As a basis for comparison, the above figures give Fort Rnadall an indi- 
cated life of 250 years with, and only 97 years without the Oahe unit. Thus Oahe 
Reservoir, which has an indicated life of 590 years, can extend the life of the 
reservoir at Fort Randall 2% times. 

So I think you can see why we are saying that every year that Oahe 
is delayed will shorten the life of Randall probably 15 to 20 years. 

There is another site that has been given its approval by the Corps 
of Engineers. I do not think there is any appropriation for study. 
That is on the Big Bend. It will purely bea powerdam. I donot have 
enough information on it to go into it any further, but it is a natural 
power site and it fits into the overall plan of development on the Mis- 
souri River. 


I think I have skipped over the notes I have here. 
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Mr. Jones. Thank you very much, Mr. Anderson. 

The report which you have submitted will be made a part of the rec- 
ord by reference, since it is a public document. 

Mr. Walter Lassen, executive manager of the South Dakota Rural 
Electric Association. 

I am glad to have you, Mr. Lassen. 


STATEMENT OF WALTER L. LASSEN, EXECUTIVE MANAGER, SOUTH 
DAKOTA RURAL ELECTRIC ASSOCIATION 


Mr. Lassen. Thank you, gentlemen. I too would like to follow the 
procedure Mr. Anderson did, that is, to comment on the written testi- 
mony we have presented, and I will also be available for questions. 

Mr. Jones. Your statements will be available to the committee, and 
we will appreciate it because we have to catch a plane before too long. 

Mr. Lassen. First of all I would like to recommend this document in 
just a little bit different way. The South Dakota member of the Mis- 
souri Basin Survey Commission, Mr. Kenneth Hollum, asked that you 
be given his special greetings. He spent about 3 days with you at 
Muscle Shoals in Alabama at the time they were making this particular 
study, and regretted he could not be with us today. 

Mr. Jones. Yes,sir. You give him my good wishes. 

Mr. Lassen. Thank you, sir. 

About a year and a half ago a group of rural electric leaders in South 
Dakota got together and a a me to appear before the Hoover Com- 
mission task force at their meeting in Denver. We went to that meet- 
ing in good faith with the idea in mind that we were not completely 
pro-Government in the development of our area. We wanted it to be 
understood that we wanted to emphasize the benefits we had derived 
from Government. The basic portion of this written testimony we 
have has that in it. In addition, we did decide we wanted to see if we 
could implement some of the governmental activities in such a way 
that it would be more practical for all concerned. In so doing we de- 
cided on four recommendations that I think bear looking at again. 

The first of these is to have comprehensive land and water resources 
development where those concerned would formulate and influence the 
operation of the program. 

It has been our intent in South Dakota for quite some time to use 
the Federal Government as the hired man it is intended to be. We 
would like to see local responsibility from the townships to the county 
and on to the State, and then to the Federal level, in these particular 
activities we have engaged in. I think we are practical enough busi- 
nessmen to know when we borrow money from the Federal Govern- 
ment we should endeavor to see that our Government has proper 
surveillance of that investment, so that it will be properly handled. 
We made that statement to the Commission and we made another 
statement to the effect that we felt each phase of development should 
bear its proportionate share of costs with total benefits. 

We did not feel that the informaion we had at that time, nor do 
we feel at this time that we have sufficient information on the multiple- 
costs facets as to how much should be delegated to each phase of the 
multipurposes. Then, secondly, we are highly dissatisfied with the 
amortization period of these installations, particularly the multipur- 
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pose installations that we see throughout our area. We feel that the 
amortization period should be somewhat commensurate with the life- 
time anticipation of that structure. 

We do not know whether 50 years is adequate in our instance or 
not, because we are in a marginal area to begin with. If it is true 
that the anticipated lifetime of these structures is to be 100 years to 
200 years s alone, then we feel there should be some provision made. 

We were given very little time in Denver to testify, that is, those 
who represented the rural electric and power areas. I question if the 
amount of time given those of us from North Dakota, Iowa, Kansas, 
Colorado, Oklahoma, and Texas equaled the amount of time given 
to the one spokesman from the Mountain States Power Co. at Casper, 
Wyo. 

Our intent in meeting with the Commission, as I have previously 
stated, was a mission of emphasizing to them the frugality of our 
people and their intent not to use Government unless they needed to, 
and their sincere desire to repay any loans they would borrow from 
the Government. We were shocked, to say the least, when we saw 
the report of the task force and the C ommission. 

We certainly want to commend the testimony that was presented 
to you gentlemen by our National Rural Electric manager, Clyde 
Ellis. We endorse his statement wholehearte: lly. We hope that our 
presentation here today, both the written testimony and our oral pre- 
sentation, will substantiate that part of his statement which pertains 
to our particular area. 

At the present time our interest in the early completion of Oahe is 
first of all on a selfish basis. We know that the seventy-thousand-and- 
some rural members in our association are going to be short of power 
beginning in 1957, as Mr. Anderson stated. It is estimated that if we 
are to purchase power at the rate that has prevailed in our area from 
the former sources, that we would be paying approximately $1,500,000 
per year in our area, which is an extremely large amount of money for 
us to pay in view of the low farm prices and the shortage of crops in 
certain areas of our State. We are concerned that Oahe be completed 
on or ahead of schedule for that reason—the reason of siltation. 

Our engineers inform us that shortly after Oahe is completed we 

are going to face an additional power shortage. Consequently we 
are pleading here and every place else we can for the construction of 
Big Bend. Before we can have its construction we feel that there 
needs to be a comprehensive study made. We are told “ at the Missis- 
sippi Valley Association’s subsidiary, the Missouri Valley group, 
have asked for $725,000 to be included in the $8 million reque st that 
they have for such studies across the United States. The membership 
of our association has not had an opportunity to speak on that, so I 
am assuming that they will ask for an imme liate study, and one that 
will not drag out for a given number of years. We hope that they 
will ask for sufficient money to be appropriated so that that sti udy 
can be done within a reasonable length of time. 

The recommendations that we would specifically ask of you gentle- 
men here are three in number: 

First, if the recommendations of the Hoover Commission task force 
and the Hoover Commission concerning rural electrification are 
enacted, we think it will be a sorry state of affairs for the electric 
cooperatives in our State. We respectfully urge your opposition to 
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House of Representatives Resolution 7343, introduced by Senator 
McCarthy of Wisconsin and Representative Church of Illinois, and 
any similar legislation as it is proposed. 

Secondly, we feel that projects such as the Pick-Sloan plan in the 
Missouri Basin, that will affect not only our 10 States but 21 States 
reaching from the Canadian border to the Gulf of Mexico, warrant 
immediate attention. 

We are very cognizant of the population increase which is taking 
place in the United States. We are concerned about the estimates that 
we will need to double agricultural production in the United States 
between now and 1965 if we are to maintain our present standard of 
living. With less than three-quarters of a million people living in our 
State, we feel that if we are given electric power at a price we can 
afford, with the additional benefits that can come from the multi- 
purpose installations, we can well take some of the surplus population 
we are going to be confronted with here in the United States. 

By no means least, we respectfully request that the Flood Control 
Act of 1944 and similar legislation assuring preference rights for 
power and adequate protection of resources be retained. We feel that 
the 50-year history we have had of its use is such that we want to 
continue to live under it. 

The majority of our projects in our State were based on the assump- 
tion that we would have it, and we still have about 30 years to go on 
the average to repay the Federal Government. 

I believe that is all I want to submit at this time, unless there are any 
questions. 

Mr. Jones. Thank you very much. 

Do you have any questions, Mr. Lipscomb ? 

Mr. Lrescoms. No. Thank you. 

Mr. Jones. Without objection, the statements submitted by Mr. An- 
derson and Mr. Lassen will be made a part of the record. 

(The statements referred to are as follows:) 


STATEMENT OF WALTER L. LASSEN, EXECUTIVE MANAGER, SOUTH DakKoTA RURAL 
ELEcTRIC ASSOCIATION, Huron, 8S. Dak. 


For some time members of the South Dakota Rural Electric Association have 
felt compelled to use every opportunity to publicize our program. We recognize 
the attacks that are being made on rural electric and water resource developments 
across the Nation. Consequently, we feel privileged to meet your committee, 
whose previous record has been most encouraging to us. 

As executive manager of the South Dakota Rural Electric Association, I am 
pleased to present information concerning our electric program needs and our 
concern for competent water resource development. This association has a 
current membership of 32 distribution and 3 generation and transmission co- 
operatives, who serve a total of 74,293 rural members. Our organization is con- 
trolled by the members, who elect the board of directors to carry out their policies. 

We depend a great deal upon the National Rural Electric Cooperative Associ- 
ation to speak for us before hearings in Washington, D. C. All rural electric co- 
operatives in South Dakota are members of NRECA. 

Clyde Ellis, our national general manager, and his staff, have very ably pre- 
sented our thinking to your committee and other committees since 1942. NRECA 
acts only upon directives from “grassroot member controlled” organizations like 
our own. 

We strongly commend the NRECA statement made by Mr. Ellis to your com- 
mittee at Wilson Dam, Ala., November 2, 1955. We expect to substantiate those 
portions of this statement applicable to us by testimony and our appearance here. 

We, too, take decided opposition to those portions of the Hoover task force 
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and Commission proceedings that seek to emasculate our needed rural electrifica- 
tion program. 

On May 17, 1954, we endeavored to present a statement to the Hoover Task 
Force on Water Resources and Power of the Commission on Organization of the 
Executive Branch of the Government. Previous testimony to your committee 
of biased treatment to witnesses by members of the Hoover task force at other 
similar hearings were repeated at that time. 

It is doubtful if rural electric representatives from Texas, Oklahoma, Kansas, 
Colorado, Iowa, North Dakota, and South Dakota combined were given as much 
time as the one representative of the Montana States Power Co. of Casper, Wyo. 
His testimony was aimed at destroying the preference provisions of section V 
of the Flood Control Act of 1944. It appeared that his testimony was well 
received. Other power company representatives, it appeared, were encouraged 
to ridicule present governmental financed hydroelectric developments and rural 
electrification efforts as socialistic, unneeded, unnecessary governmental expendi- 
tures. Both activities, they claimed, were the type that their investor utilities 
could and had done more effectively than we. 

With this climate prevailing throughout the 2-day hearing, is it any wonder 
the following statement and its counterpart from other States did not receive 
consideration ? 

Our statement at that hearing, we feel, bears repeating at this time. This state- 
ment has had only favorable endorsement, the only change has been to enlarge 
and emphasize the need for adequate amounts of power, through loans from the 
Federal Government; and to further stress the necessity of needed competition 
made possible by publicly owned municipal, cooperative, and other nonprofit sys- 
tems. The following is that statement: 


“STATEMENT BEFORE THE TASK FORCE ON WATER RESOURCES AND POWER OF THE 
COMMISSION ON ORGANIZATION OF THE EXECUTIVE BRANCH OF THE GOVERNMENT 
FOR THE HEARING May 17, 1954, DeENvrER, CoLo.—STATEMENT OF WALTER L. 
LASSEN, EXECUTIVE MANAGER, SouTH DAKOTA RURAL ELECTRIC ASSOCIATION, 
Huron, S. DAK. 


“There is power on the prairies. Silent, efficient, electric power has caused 
almost miraculous changes through rural South Dakota. Hydroelectric and 
steam thermal sources of power are finally being developed and are being used 
by rural people. This development has necessitated governmental participation 
through loans and administration. 

“Through the Rural Electrification Act of 1936, 65,817 rural electric members 
in South Dakota have borrowed $82,464,334 from the Rural Electrification Ad- 
ministration as of January 31, 1954. The program in this State is an outstand- 
ing example of Government helping people to help themselves. 

“Foremost in the REA Act of 1936 was the requirement of area coverage, or 
making electric service available through supervised loans to every financially 
responsible farmer desiring it. On this premise, a tremendous new business has 
grown in South Dakota. 

“All rural electric cooperatives in South Dakota are on schedule in repay- 
ment of interest and principal on their loans to the Federal Government, evi- 
dence that South Dakotans believe that every governmental development in 
this and every other State should be self-liquidating. 

“Rural electric service was made possible only by the availability of govern- 
mental loans and administration. In 1936, only 3 percent of rural South 
Dakotans had central station electric service. Eighty-seven and five-tenths 
percent had central station service in January of 1954. This type of develop- 
ment was needed and will continue to be needed in those areas where the 
productive margin of profit is not attractive to individual investor or private 
capital. 

“South Dakota’s biggest new business is the result of the foresightedness of 
rural electric pioneer leaders who realized that farmers should, and would 
make use of efficient electrical service. Rural users in the State have invested 
approximately $350 million in wiring their farmsteads, buying motors, refrig- 
erators, washers, radios, lights, and the many services that electricity can per- 
form. 

“The present consumption of electricity by the average rural electric member 
in South Dakota is still far below its optimum usage. Farmers are using 
three-fourths of the electricity flowing over their lines in their homes or in 
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so-called domestic uses. It is not extravagant to predict that as soon as their 
economy will permit, farmers will not only be using the same amount or more 
in their homes but of their total consumption, three-fourths of the electrical 
energy consumed will be for processing and handling agricultural production. 
There has been a continual growth in the use of electrical energy in South 
Dakota, following the national trend of doubling consumption every 5 years. 

“This is entirely new business. Rural electric members were not receiving 
central station electric service prior to forming their cooperatives. These 
farmers are frugal, conservative, hard-working people who believe in paying 
for the services they receive. Consequently, they are reluctant to purchase ade- 
quate electrical equipment until they are assured of lower cost electricity in 
ample supply. 

“Rural electric members need an adequate, dependable source of power. 
Investor utility suppliers have to date contracted only the excess capacity of 
their lines. Recent studies indicate a shortage of firm power in late 1956 or 
1957. Directors of the East River Electric Power Cooperative, Madison, S. Dak., 
and the Rushmore G. & T. Electric Cooperative, Rapid City, S. Dak., have 
instructed employees to determine the size and cost of building generating ca- 
pacity to meet these future needs. 

“Rural Hlectrification Administration loans were not considered feasible for 
most South Dakotans until passage of the Flood Control Act of 1944, and 
subsequent developments led REA to believe that an abundance of electric 
power would be available to the farmers at the postage stamp rate of 5.6 mills 
per kilowatt-hour, South Dakota rural electric cooperatives, municipalities and 
other preference customers during this formative period were assured that 
their bid for hydroelectric power would be realized. 

“Pioneers settling South Dakota had governmental encouragement through 
the Homstead Act. Railroads were similarly encouraged to make their lines 
available through the State. Even during the period of early development, 
educational institutions, highways, forests, and wildlife became a joint Federal 
and State responsibility. 

“During the 1930’s, drought and depression ravaged the State. Many citizens 
left South Dakota. Many others remaining had to have governmental assistance 
through FSA loans, feed and seed loans, AAA, SCS, SPA and other participation. 
Again it was the Federal Government that provided the opportunity for economic 
and social recovery. Land, businesses, and homes were rebuilt through the 
various forms of assistance. Current status of repayment of governmental 
loans and the large amount of agricultural production in the State have more 
than repaid the Government’s participation. A complete listing of Federal Gov- 
ernment’s participation in South Dakota would be too voluminous for a report of 
this nature. Suffice it to say that gains have been made for the individual, the 
State, and the Nation. 

“The Federal Government has for years encouraged many of the Nation’s 
large industries by direct subsidies. The money used for development of natural 
resources is largely reimbursable to the Government. South Dakotans realize 
that natural resources would not be developed in this area without governmental 
loans and assistance. 

“All South Dakota Governors and Congressmen since 1944 have been active 
proponents of the Pick-Sloan plan for Missouri Basin development. Rural elec- 
tric spokesmen have been urged by member resolutions continuously since 1945 
to lend their support to the early completion of the multipurpose Missouri Basin 
installations. Farmer members, farmer directors and their employees have ap- 
peared before congressional committees, Department of Interior officials, and 
Corps of Army Engineer officers in urging the earliest completion of these instal- 
lations commensurate with sound business practices. 

“A factual examination of the Pick-Sloan physical development plan in the 
South Dakota portion of the Missouri Basin will lead to the conclusion that while 
the Federal Government is the initial major investor, the Government’s invest- 
ment will rapidly become minor when compared to the private investment made 
possible by virtue of the opportunities available. Citing again the reference to 
farmers’ comparable investment for equipment bought as compared to their 
loans from the Federal Government, that is only a small part of the overall 
business potential. 

“As more power becomes available, farmers will continue to improve the 
quality and quantity of food, feed, and fiber that they produce. Added to the 
agricultural benefits to be derived there will be: Vast savings to lower basin and 
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Mississippi Valley residents through control of devastating floods; improved 
Sanitation made possible by regulation of river flow ; added quality and quantity 
of agricultural production made possible by irrigation, abundance of fish and 
wildlife ; needed recreation development, and greater soil conservation. There 
seems to be no limit to the possibilities that wise development can offer. Op- 
portunities for individuals far exceed the Government’s role. 

“It is vital that the Federal Government initiate mutlipurpose developments. 
Private investors cannot be expected to develop those phases not immediately 
profitable to them nor can they be expected to become involved in channel- 
stabilization, sanitation, fish, wildlife, and recreation. No portion of the pro- 
gram should be permitted at the expense of the others. The Federal Government 
should make loan funds available for completion of present and other needed 
feasible projects. 

“Rural electric leaders recognize the necessity of heavy transmission lines 
for interconnection with not only hydroelectric installations, but also those 
steam thermal facilities needed to take full advantage of hydroelectric generation. 

“Investor utility business in South Dakota has not been competitive in either 
service or rates. The availability of governmental loans has made possilbe 
electric service to areas of the State at considerably lower rates. Rural elec- 
tric members have appreciated the effect of this competition. Rate reductions 
have made electric service available for them at a price they could afford to pay. 

“Dakotas Electric Cooperative, Inc., Edgeley, N. Dak., contracting with 
the Montana Dakota Utility Co., Minneapolis, Minn., and the Federal Govern- 
ment, pays approximately 5.6 mills per kilowatt-hour for firm electric power. 
This compares to rates ranging from 14 to 25 mills for the inadequate amount 
of power available prior to Federal hydroelectric development at Fort Peck, Mont. 

“Rushmore G. & T. Electric Cooperative, Rapid City, S. Dak., contracting with 
Black Hills Power & Light Co., Rapid City, S. Dak., and the Federal Government, 
pays approximately 7.4 mills per kilowatt-hour for firm power. Rates, prior to 
construction of additional generation capacity for the utility by the cooperative, 
ranged from 14 to 25 mills per kilowatt-hour on an excess capacity basis . 

“East River Electric Power Cooperative, Madison, 8. Dak., endeavored to 
build their own generation facilities. They were refused governmental loan 
because the Northern States Power Co., Sioux Falis, S. Dak., reduced their rates 
from fourteen-plus mills per kilowatt-hour to nine-plus mills per kilowatt-hour, 
during the interim period until hydroelectric power would be available from 
Missouri River installations. 

“Further multipurpose development in South Dakota will help everyone and 
hurt no one. South Dakota will be in far better position to assume its proper 
share of the ever-increasing population upon completion of the Pick-Sloan plan 
installations. 

“South Dakota rural electric members favor implementation of the following 
recommendations : 

“First, comprehensive land and water resources development where those 
concerned would formulate and influence the operation of the program; 

“Second, each phase of the development should bear its proportionate share 
of costs with total benefits in excess of all costs ; 

“Third, the Federal Government should make the initial investment (through 
loan funds) and should encourage development of all basin resources for both 
progressive growth and stability ; 

“Fourth, the Flood Control Act of 1944, and similar legislation, assuring pref- 
erence rights in power; and adequate protection of resources, must be retained. 

“The overall objective of resource development in South Dakota should be to 
enhance economic opportunity for its people, improve their welfare, and enlarge 
their contribution to the Nation.” 

The preceding statement to the Hoover task force, along with its counterpart 
from many States and our national association, should have convinced everyone 
of the validity of these programs. It should have at least aroused the curiosity 
of the task-force members rather than resulted in their condemnation. 





STATEMENT OF HARRY C. ANDERSON, Vice PRESIDENT, SoutH DaxkoTa RoRAL 
Etecrric ASSOCIATION, Huron, 8S. Dak. 


My name is Harry C. Anderson. I am an owner-operator of a farm near Lily, 
S. Dak. At present, I am vice president of the South Dakota Rural Electric 
Association, Huron, 8. Dak.; vice president of the East River Electric Power 
Cooperative, Madison, S. Dak.: and former president, and at present a director 
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of the Codington Clark Electric Cooperative, Watertown, S. Dak. My interest 
in rural electrification dates back some 10 years. It is a privilege to discuss our 
needs with you. 

During 1955 there has been a continued increase in the use of hydroelectric 
power now that it has become available to all rural electric members in South 
Dakota. This increase should be considered spectacular in view of reduced 
farm income and short crops in several areas in South Dakota. It proves that 
rural members will use more electric power as long as they can purchase it at 
a price they can afford. 

We are much concerned about our future power supply. As has been pre- 
viously indicated, farmers will need to use more power to realize adequate finan- 
cial returns and more power will need to be sold by the cooperatives to amortize 
their loans. 

Virgil T. Hanlon, manager, East River Electric Power Cooperative, Madison, 
S. Dak., after careful study, states that their 21 member cooperatives, serving 
45,000 members, will face a power shortage in 1957. The next known source of 
additional power available to EREPC is from the installation at Oahe in cen- 
tral South Dakota. 

According to Engineer Wendell Johnson, Corps of Army Engineers, appearing 
before the Missouri Basin Interagency Committee at Minot, N. Dak., on Novem- 
ber 3, 1955, the corps has little hope of meeting the target dates of 1958 for 
closure and 1961 for power production. 

“We are now working on $25 million for the fiscal year and will need $35 to 
$40 million each year, even to meet the present schedule. More recently we 
have faced the possibility we might have to defer power generation because of 
lack of funds,” he said. 

Johnson made the comments in reply to a question asked by Water Resources 
Engineer Joe Grimes of South Dakota. Grimes told the MBIAC, “We are con- 
tinually faced with the rumor that Oahe Dam could be completed much more 
quickly than scheduled. 

“Gov. Joe Foss asked me to ask you whether it can be completed before the 
present schedule of closure in 1958 and power production at the end of 1961,” 
Grimes said. 

Grimes directed the question at Brig. Gen. W. E. Potter, Omaha division chief 
of the engineers. Potter turned the answer over to Johnson. 

Johnson said the schedule possibly could be beaten, but “only on a cash basis 
and only with much greater appropriation.” 

He said that by 1957, to maintain the current schedule, the Army Engineers 
would need from $35 to $40 million annually for Oahe and by 1958 would have 
to have $40 to $45 million a year. He said the balance needed to complete the 
huge structure north of Pierre is $250 million. 

Potter said that there are only five more working seasons to meet the 1961 
power-production schedule. He suggested it would be better to look at the 
schedule in January, after the President’s budget message. 

Johnson said there was not much trouble getting the dam structure built, but 
the bottleneck was in construction of the power unit and driving tunnels. He 
indicated that even with unlimited funds he did not believe a speedup would 
cut more than 1 year off the schedule. 

At the request of North Dakota Rural Electric Cooperatives, Gov. Norman 
Brunsdale brought up the subject of the 1953 report on power requirements and 
supply in the Missouri Basin. Brunsdale said the RBA’s had asked for a 
reevaluation of the power picture and that the report be brought up to date. 

Power needs for the 10-State basin area will nearly triple by 1970, a report 
given by a special MBIAC committee at Huron in 1953 predicted. 

Kenneth G. Tower of the Federal Power Commission was asked to report at 
the next meeting in Sioux City on how much work it would take to bring the 
report up to date. 

The power requirements of the State in kilowatts and the percentages expected 
to be supplied by Federal hydro plants in 1970 included : 

Colorado 1,663,400 and 16.9 percent. Iowa 2,589,000 and 4.2, Kansas 1,504,000 
and none, Minnesota 548,200 and 29.6, Missouri 4,569,900 and 1.6, Montana 
778,000 and 67.8, Nebraska 1,909,200 and 25.4, North Dakota 752,300 and 51.8, 
South Dakota 736,400 and 43.6, Wyoming 405,100 and 97. The figure for 
Minnesota did not include 87,000 kilowatts exported. 

In that report, Tower said requirements for normal residential, commercial 
and industrial use in the Missouri River region will increase from about 
5,750,000 kilowatts in 1952 to about 15,500,000 kilowatts in 1970. The increase 
is 170 percent. 
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The figures were projected on the basis that 70 hydroelectric plants would be 
operating in the basin by 1970. 

Following the Minot MBIAC meeting, South Dakota’s Governor, the Hon. Joe 
Foss revealed on November 4, 1955, at Pierre, that he already had urged the 
Director of the Budget to earmark sufficient funds for Oahe Dam to keep its 
completion on schedule. Foss said he did not request a specific amount, but 
asked that ample funds be made available to the Corps of Engineers. 

V. T. Hanlon urged early completion of Oahe, using this type of reasoning: 

“For every year that Oahe dam is delayed,” Hanlon said, “farmers of South 
Dakota will have to pay conservatively $1,500,000 more for their power. For 
every year that Oahe can produce power before the present target date of 
1961—these farmers will save the same amount. 

“Multiply this times 10 and you have roughly the savings or loss of the resi- 
dents of the basin in power alone. Or, in other words, residents of the basin can 
save about $15 millions for every year Oahe produces power ahead of schedule.” 

Hanlon took issue with a suggestion made by Gen. W. E. Potter at Minot. 
General Potter suggested at the meeting of the Missouri Basin Interagency 
Committee that it would be “Better tv look at the schedule in January, after the 
President’s budget message.” 

Hanlon disagreed with this, saying “The most practical time to get the appro- 
priation increased is now—before the Bureau of the Budget submits a figure.” 

“Virtually every person of the State hus a vital stake in the earliest possible 
completion of this dam. This is true also of neighboring States. It would cer- 
tainly seem that an all-out effort would be justified to get a maximum appro- 
priation that can be used.” 

“How much money can be used economically must be decided by the Army 
Engineers,” Hanlon said. “But,” the rural electric manager contended, “this 
maximum figure in the past seems to have been colored more by the Budget 
Bureau than by engineering figures.” 

Hanlon compared the construction of the Missouri River dams to those in the 
Tennessee Valley. 

“Knowing the speed with which several of the dams were buitl in the Tennessee 
Valley before and during World War II, it doesn’t seem logical that it should 
take 4 or 5 years to complete Oahe Dam, were large enough appropriations made 
available.” 

Hanlon also charged that delay of Oahe Dam was reducing the life of Fort 
Randall, because virtually all siltation equipment for Randall is to be a part 
of Oahe Dam. “I have heard,” Hanlon said, “that for every year Oahe is de- 
layed, the useful life of Fort Randall is reduced 15 to 20 years, This should 
be reason enough alone for speeding construction of Oahe.” 

“This recent news about Oahe reminds me of 1953 when appropriation for 
the dam was withdrawn altogether by the Budget Bureau. 

“Then, after a lot of effort by a lot of people, including a mass protest meet- 
ing—funds were reinstated. 

“Similar activity must take place now. Only this time we should not be sat- 
isfied with anything less than enough funds to get Oahe completed at the earliest 
possible date and an immediate start on Big Bend. 

“It is obviously false economy to do anything else,” Hanlon concluded. 

It is anticipated by rural electric leaders in South Dakota and elsewhere in 
the Missouri Basin that the output of Oahe will not be adequate. In fact, pref- 
erence customers in the basin marketing area have already indicated their need 
for its entire production just as soon as it can be completed. 

Proponents of the Pick-Sloan plan of Missouri River development have main- 
tained that a dam (called Big Bend) below Oahe Dam was needed. On Septem- 
ber 8, 1955, at Rapid City, S. Dak., Col. Thomas J. Hayes III, Omaha, who heads 
the largest engineer district in the United States, had this to say, “The Big Bend 
Dam is justified primarily on the basis of its capacity to produce power. How- 
ever, the Big Bend project is an integral part of the main-stem system. It could 
not exist without the large reservoirs upstream which provide for positive regu- 
lation of the flows. Its operation will have to be closely coordinated with the 
operation of the Oahe Reservoir upstream and the Fort Randal! and Gavins 
Point Reservoirs downstream to assure maximum utilization of the water and 
the power potential of the main-stem system.” 

As of today, Big Bend Dam is only a gleam in the eyes of its proponents. 
Funds have not been allocated to even study its feasibilitv. We understand that 
the Missouri River Division Advisory Committee of the Mississippi Valley Asso- 
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ciation on October 19, 1955, at Omaha recommended that $750,000 be appro- 
priated for planning Big Bend Reservoir in South Dakota. 

Our members have not asked for specific amounts to be appropriated for Big 
Bend, but their concern for adequate power leads me to feel that they will re- 
quest at least that much, and for the earliest completion date commensurate 
with good construction practice. 

Preliminary data on this dam from the Corps of Army Engineers indicate a 
minimum of four 54,200-kilowatt units—or a total of 217,000 kilowatts installed 
eapacity. The maximum probably would be six units the same size, or 325,200 
kilowatts—5,200 kilowatts larger than the Fort Randall installation. 

The exact size will depend on a combined study of Big Bend and Oahe. Studies 
for Oahe are now actively under way. The estimated cost for Big Bend with 
an installed capacity of 217,000 kilowatts is $71.5 million. 

Two years ago, the Missouri Basin Survey Commission published their report 
on land and water resources. We highly recommend this report for factual data 
concerning the most comprehensive study to date on the known resources of this 
great basin. With your permission a copy is submitted. 

In reviewing our position at this time we conclude that— 

1. If recommendations of the Hoover task force and Commission concerning 
rural electrification are enacted, South Dakota’s electric cooperatives could 
soon become the ill-gotten gain of the investor utilities. 

(a) We respectfully urge your opposition to H. R. 7343 and similar legislation 
as it is proposed. 

2. Recognizing the urgent need and the appreciable benefits to 21 States from 
the Canadian border to the Gulf of Mexico, derived from multipurpose river 
installations. 

We respectfully urge your valuable support in seeking sufficient appropriations 
from the Congress of the United States for early completion of Oahe and Big 
Bend Dams in South Dakota and similar installations in other areas that have 
comparable feasible conditions. 

8. To insure repayment of present governmental loans; to obtain some sem- 
blance of competition in the electrical industry; and to encourage availability 
of electric service to everyone. 

We respectfully request that the Flood Control Act of 1944, and similar legis- 
lation, assuring preference rights in power, and adequate protection of resources, 
be retained. 


Mr. Jones. Are there any further witnesses? 

(No response. ) 

Mr. Jones. Is there anyone here who would like to testify ? 

( No response. ) 

Mr. Jones. If not, the subcommittee will stand adjourned until 
Monday next at St. Louis, Mo., room 759, New Federal Building, at 
10 a. m., November 28. 

(Whereupon, at 4:20 p. m., the committee adjourned until 10 a. m., 
Monday, November 28, 1955, at room 759, New Federal Building, 
St. Louis, Mo.) 

(The following communication was received from the Hammond 
Chamber of Commerce after the close of the hearing in Chicago :) 


HAMMOND, IND., December 12, 1955. 
Representative Rosert BD. Jones, 
Chairman of Subcommittee, 
House Committee on Government Operations, 
Washington, D. C. 

Deak REPRESENTATIVE JONES: Attached is a statement by our association 
objecting to recommendation No. 8 of the Hoover Commission and the objections 
are listed in the statement. 

We could not be present at your committee hearings in Chicago on November 
21 and 22 and we request that our statement be included in the testimony of 
that day. 


Sincerely, 
THE HAMMOND CHAMBER OF COMMERCE, 


Watter D. Forp, Executive Secretary. 
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STATEMENT OPPOSING RECOMMENDATION No. 8 or Hoover COMMISSION By HAM- 
MOND CHAMBER OF COMMERCE, HAMMOND, IND. 


My name is Richard E. Weiss, representing the Hammond, Ind., Chamber of 
Commerce, consisting of 1,000 members. 

Our association is opposed to a toll or user charge on inland waterways as 
recommended by the Hoover Commission, in recommendation No. 8, Water Re- 
sources and Power, volumes I and II, June 1955. 

Our reasons for opposing this recommendation are as follows: 

(a) Transportation is absolutely vital to agriculture, industry, commerce, 
travel, and communications. It is a service industry essential to all our people 
in peace or war. It is to be measured solely by its adequacy and availability at 
the lowest possible cost. A tax or user charge on our waterways would add to 
the cost of this transportation medium—a cost that would be passed on to all 
the people, without any justifiable or economical reason. 

(b) Recommendation No. 8 is unfair to the midcontinent part of our country 
as it proposes a tax on inland navigable waters, and not on coastal waters, 
both of which are and have been developed and maintained with Federal funds. 

(c) The imposition of such a tax as proposed would place additional costs 
upon only the shipper on a waterway. Many communities, companies, and indi- 
viduals who derive profit and pleasure from the inland waterways would not 
be taxed for such use. 

(d) If a tax charge were imposed upon all users it is submitted that the costs 
of determining who was to pay and how much; the adjudication of problems and 
issues that are likely to arise; and the collection of the charges would exceed 
the sums that might be realized. Where there exists a possibility that the cost 
of collecting might exceed the income the interests of all the people would be 
best served by the avoidance of such legislation. 

(e) In conclusion it is to be noted that Congress, from the beginning of our 
Nation, has taken an active part in fostering all forms of transportation; i. e., 
rail, truck, air, pipe, and water. 

That this part has consisted of aids in many forms: land grants, subsidies, 
mail contracts, quick tax writeoffs, and other aids, direct and indirect, past and 
present. That support by Congress is consistent with the authority granted by 
our Constitution to Congress: to provide for the national defense, encourage 
commerce and industry, and provide for the general welfare. It is submitted 
that the imposition of a user charge on inland waterways is (1) inconsistent 
with past and present policy of Congress; (2) unfair to one form of transporta- 
tion and to the mideontinent of our country; and (3) a needless, uneconomic, and 
unjustifiable tax on the American people. 

We therefore urge your support in opposing the adoption of recommendation 
No. 8 of the Hoover Commission. 


The following persons were invited to testify at Chicago: Brig. Gen. 
Paul D. Berrigan, Hon. Stephen Mitchell, Prof. Horace Gray, Mayor 
Richard J. Daley. 
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